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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and admin- 
ister, as an integral part of management, 
an adequate plan for the control of opera- 
nons. Such a plan would provide, to the 
extent required in the business, profit plan- 
ning, programs for capital investing and 
for financing, sales forecasts, expense budg- 
ets and cost standards, together with the 
necessary procedures to effectuate the plan. 


2. To compare performance with operat- 
ing plans and standards, and to report and 
interpret the results of operations to all 
levels of management and to the owners of 
the business. This function includes the 
formulation and administration of account- 
ing policy and the compilation of statisti- 
cal records and special reports as required. 


3. To consult with all segments of man- 
agement responsible for policy or action 
concerning any phase of the operation of 
the business as it relates to the attainment 
of objectives and the effectiveness of pol- 
ities, organization structure and procedures. 


4. To administer tax policies and pro- 
cedures. 


5. To supervise or coordinate the prepa- 
ration of reports to governmental agencies. 


6. To assure fiscal protection for the as- 
sets of the business through adequate in- 
ternal control and proper insurance cover- 
age. 


7. To continuously appraise economic 
and social forces, and government influ- 
ences, and interpret their effect upon the 
business. 
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PROFITABILITY MEASUREMENTS 


Editors, THE CONTROLLER: 

In an article entitled “The Manager 
Looks at Profitability Measurements” 
(THE CONTROLLER, February 1960), 
W. Bernard Thulin examines and evalu- 
ates the three widely used methods of de- 
termining investment advisability— ‘years 
to recover investment,” “‘per cent return 
on investment,” and the “discounted cash 
flow method.” He finds all these methods 
to be somewhat inadequate and suggests 
an alternative approach (the “composite 
earnings-yield method”), which he con- 
siders to be a comprehensive method of 
determining profitability of capital invest- 
ments. 

Thulin’s suggested method appears to 
be essentially a refinement of the dis- 
counted cash flow method in that it recog- 
nizes the present worth of all future cash 
flows arising directly from the project but 
in addition it also considers the earnings 
on the “reinvestment” of the depreciation 
provisions as these provisions are recog- 
nized and “reinvested” in other projects 
during the life of the original project. 
The discounted cash flow method does 


not recognize any profit which the in- 
vestor may realize on his original capital 
returned to him in the form of deprecia- 
tion during the life of the project. 

The author’s thesis is a definite con- 
tribution to the theory of profitability 
measurement. However, for a complete 
evaluation of profitability, it is necessary 
to consider two additional factors: 

First, the profits which will be earned 
each year on other projects from reinvest- 
ment of each year’s profits from the first 
project (less an assumed dividend payout 
rate and with proper recognition of 
changes in the price level). 

Second, the profits earned on reinvest- 
ment of the depreciation provisions on 
each of the additional projects which 
have been partially or wholly financed 
from reinvestment of the depreciation 
provisions of the first project. 

These two factors are applicable ad i- 
finitum. This method, which we have 
termed “perpetual reinvestment of cash 
flow,” appears to be the ultimate con- 
clusion to the line of reasoning initiated 


by Thulin. 


THINKING ABOUT COMPUTERS? 


Computers may—or may not—provide the answer to your 
paperwork problems. Before you embark on a computer 
program, however, it will pay you to talk with the Frank M. 
Knox Company. By showing you how to effectively analyze 
your present systems and procedures, Knox can help you to 
a sound basis for considering integrated and electronic data 
processing. Send today for complete information on the Knox 
approach to computer preparation. There’s no obligation. 


THE FRANK M. KNOX COMPANY, INC. 
MANAGEMENT CONSULTANTS 


1405 East 6th Street 
Cleveland 14, Ohio 


60 East 42nd Street 
New York 17, New York 














In spite of the additional refinements 
indicated above, from a practical stand. 
point it is entirely possible that many 
managers may feel that one of the three 
less extensive and less precise methods 
produces sufficiently accurate evaluations 
to meet their requirements. In these cases, 
the major value of the two more refined 
methods appears to be as a reminder to 
managers that their calculations are only 
approximations and, accordingly, should 
not be considered as absolute truths. 


Dr. Davin R. DILLEY 
Scotch Plains, N. J. 





DO YOU AGREE or do you dis- 
agree with an article in this month's 
issue? Your fellow readers will be 
interested. Naturally, letters to the 
editor must bear the writer's signa- 
ture and address; these will be 
withheld on request. The Editors 





SPEAKS UP FOR NEW BOOK 


Editors, THE CONTROLLER: 

The June 1960 issue of THE CONTROL- 
LER contained a brief review of Harvey 
Cardwell’s book “Principles of Audit 
Surveillance” for which we are certainly 
grateful. However, it is certainly distress- 
ing to us to have Cardwell’s brief men- 
tion on a facing page to your full-page 
description of “The Thief in the White 
Collar.” 

Your publication goes to professional 
people, to whom Harvey Cardwell! di- 
rected his efforts specifically. While the 
full review you gave the other book may 
be of considerable popular interest, I feel 
“The Principles of Audit Surveillance” is 
detailed specifically for accountants and 
controllers and would be of important 
practical interest to your readers. 

With two books on the same subject, 
however different their level of interest, 
I would have hoped that your make-up 
people would have seen they were run in 
different issues. 


DAYTON BEGUELIN 
D. Van Nostrand Company, Inc. 
Princeton, N. J. 


Discussion of the books in question was 
placed on opposite pages in the June 1900 
issue in line with THE CONTROLLER'S /ong- 
standing policy of bringing items of “Te 
lated reading” into close proximity. 

—T he Editors 





DISTRIBUTION COST ACCOUNTING 
by F. M. EISNER, C.P.A. 


Describes in detail a complete and thoroughly 
tested system—from original sources to prepata- 
tion of statements for cost reduction and per: 
formance controls—reveals weak spots in major 
areas, such as: labor, inventory, salesmen’s costs, 
sales mixture, factory and marketing expenses 
small orders, office salaries, equipment utilization, 
returned goods, credits, etc. 554 pp. $12.50. Charles 
M. Eisner, 70 Linda Ave., White Plains, New York. 
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Impact of Changes in State and Local Taxes 


Thomas B. Noble 


Within the past year and a half, we have witnessed a 
number of meaningful changes in the field of state and 
local taxation. It is apparent that we are going to see a 
great deal more of them, for state and local taxation on 
business today is in a confused state and in need of wide- 
scaled revision to cope with conditions of the present and 
of the future. This article reviews a few of the more im- 
portant recent developments and discusses certain aspects 


of the changes to come. 


ARLY IN 1959, interstate business was 
P icsped on the ropes when the U.S. 
Supreme Court delivered the staggering 
blow of its Northwestern-Stockham de- 
sion. My company, Stockham Valves & 
Fittings, was one of the firms involved in 
the litigation which led to the decision. 

This decision meant that for the first 
time the bars to state taxation of income 
derived solely from interstate commerce 
were removed. States were to be allowed 
to tax a company on its income “‘fairly 
apportioned” from interstate commerce 
when actually no business was transacted 
by the company within the state. A com- 
pany became taxable even if: (a) all sales 
were accepted outside the state; (b) the 
company had no inventory, bank account, 
collection work, or repairing done in the 
state; (c) all shipments on sales were 
F.O.B. outside the state; and (d) sales- 
men for the company simply solicited 
sales within the state. 

_As might have been expected, the de- 
“sion touched off an uproar. People with 
management responsibilities realized that 
they were faced with some immediate 
and vety serious threats. One was the 
threat of liability for back taxes in states 
Where they had never filed returns. An- 
other was the prospect of trouble and ex- 
pense in filing many more state returns, 
ind handling the time-consuming admin- 
Strative details related to them. Then, of 
course, there was the threat that more 





states would enact legislation to take ad- 
vantage of the new rule. 

Businessmen by the hundreds asked 
Congress to quickly draw a line as to the 
amount of activity in which they could 
engage within a state without becoming 
liable for its income taxes. Specifically, 
they asked for a law which would ban 
state income taxes on businesses whose 
only activity in a state was solicitation of 
orders. 

To shorten the story, the Supreme 
Court’s decision was handed down Feb- 
ruary 24. The Senate Small Business 
Committee started hearings April 8. And 
on September 14, the President signed 








THE 


Steps that can be taken 
to moderate the effect 
of coming increases 


Public Law 86-272—the Interstate In- 
come Law. 

Thus we watched this fast-moving 
drama unfold. There have been very few 
times in American history when a U.S. 
Supreme Court decision led to remedial 
legislation as quickly as did the North- 
western-Stockham tule. 

Meanwhile, back at the state capitols, 
50 legislatures were meeting. And when 
the smoke of the year’s activities cleared, 
we could see what they did concerning 
taxes, and some of the implications of 
the impact of their activities on business. 

Four states successfully levied higher 
sales taxes. Two states now have four per 
cent state-wide rates. Eleven states raised 
income taxes, and five provided for gen- 
eral withholding. 

The “‘sin’” taxes were again a popular 
revenue source. New or higher taxes were 
applied to cigarettes in 15 states. New, 
extended or higher taxes must. now be 
paid on liquor in 17 states, and on 
gambling in 12. 

Property tax actions in 1959 were ex- 
tensive and varied. Twenty tax studies 
were authorized during the 1959 sessions. 
Such tax studies and investigations, of 
course, frequently lead to recommenda- 
tions which are later adopted by the state 
legislatures. 


THOMAS B. NOBLE, a past president of the Birmingham 
Control of Controllers Institute of America, based this 
article on a talk before the CIA 1960 Southern Con- 
ference. Mr. Noble entered public accounting practice in 
1929 as a member of the staff of Ernst and Ernst, continu- 
ing until 1937 when he was appointed controller of J. Blach 
& Sons, Inc., Birmingham, Ala. In 1943 he took the position 
of assistant treasurer of Stockham Valves & Fittings, Inc., 
in the same city. He was elected treasurer of Stock- 
ham in 1949. A CPA, he is a member of AICPA and NAA. 
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PROSPECTS FOR THE FUTURE 


What can we expect for the future? 
Will the burden of state and local taxes 
on business increase? 


In my opinion, business can look for- 
ward to substantial increases in the load 
of state and local taxes. While the timing 
and the size of the increases will vary 
from state to state, and according to dif- 
ferent jurisdictions, many of us will feel 
the added load very soon. 

Several forces are operating to bring 
this about. One of the most powerful of 
these forces is inflation. The effect of cut- 
ting the value of the dollar in half is 
catching up with all levels of govern- 
ment. While the pay rates of government 
workers may not rise as fast as the rates 
of workers in industry, wage increases 
will be given to government workers 
from time to time. And, of course, gov- 
ernmental units are heavy purchasers of 
goods and services of all kinds. Govern- 
ments are being hit by price increases, 
just as individuals and business. The ter- 
rific increases in construction costs, and in 
prices of machinery and equipment, for 
example, have undoubtedly added greatly 
to state and local government spending. 

Municipal governments are facing mul- 
tiple problems growing out of suburbani- 
zation, and the sprawling growth which, 
since World War II, has spread residen- 
tial developments and shopping centers 
over the farms, pastures and woodlands 
that once surrounded our cities and 
towns. Much of this development has 
been by speculative builders, unregulated 
and without coordination with any com- 


munity or area plan. We shall pay dearly 
for this in years to come. 

As each new “project” or subdivision 
is built and occupied there comes the re- 
quirement for many services normally 
furnished by governmental units. Some- 
one must provide police and fire protec- 
tion, sanitation, public schools and so on. 

Then in a few years, sometimes a very 
few, the new streets start going to pieces. 
Sewer mains and trunks become inade- 
quate. Disposal plants are overloaded. 
Maintenance problems multiply. 

As this process goes on it usually be- 
comes apparent that the central city is de- 
caying at its heart. So the need for urban 
renewal is advanced. Great throughways 
and publicly owned parking facilities are 
proposed to deal with traffic problems. 
Indeed, at every hand needs seem to mul- 
tiply faster than resources can be provided. 

One very strong pressure for increases 
in taxes stems from the growth in size of 
our cities. As the population of a city 
increases its per capita operating cost goes 
up. Total spending therefore tends to in- 
crease by a geometric ratio rather than a 
simple arithmetic ratio. The rapid growth 
of metropolitan areas is bringing this fac- 
tor to bear heavily on the upward push 
of municipal spending. 

At the state level we find spending 
budgets going up every year. In most 
cases it appears that state officials regard 
the increases as the inevitable result of 
population growth. A California official 
is reported to have stated that there is a 
built-in growth factor of $100 million a 
year in that state’s budget, of which $40 
million goes to education alone. 

From all this it seems clear that state 


STATES BY CLASSIFICATION OF INCOME TAX STRUCTURE 


Six states have a second structure direct net income tax: 


California 
Minnesota 


Oregon 
Pennsylvania 


Tennessee 
Utah 6 


Twenty-four states have a direct net income tax: 


Alabama Idaho New Mexico 
Alaska lowa North Carolina 
Arizona Kansas North Dakota 
Arkansas Kentucky Oklahoma 
Colorado Louisiana Rhode Island 
Delaware Maryland South Carolina 
Georgia Mississippi Virginia 

Hawaii Missouri Wisconsin 24 


Six states and the District of Columbia impose a privilege or 
franchise tax measured by income: 


Connecticut Montana New York 
Massachusetts New Jersey Vermont 6 
Total states having tax on or measured by income 36 
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and local taxes will become a larger ¢. 
ment of operating cost. It is also apparent 
that management people will find it ne. 
essary to give greater weight to tax cop. 
siderations in shaping their decisions, anj 
to devote more time to learning about and 
dealing with matters of state and loq| 
taxation. 
















TAX ADMINiSTRATION 


One category of management decision; 
related to state and local taxation has to 
do with problems of administration: 


Who will keep up with the laws ang 
regulations of the various jurisdictions in 
which you do business? 

Who will prepare and file reports and 
returns ? 

Who will deal with tax examiners? 

What sources of information, such a 
reporting services, will be made available? 

Will outside legal counsel be retained? 


—and so on. 

There are no ready-made answers to 
these questions. Every business has its 
own specialized problems, and its own 
managers must accept responsibility for 
dealing with such problems. 

If you already have a capable tax super- 
visor with such staff as is necessary to take 
care of your needs, you are fortunate. If 
you don’t have, now may be the time to 
take a look at your tax-management load 
to see if such help is justified. 

If you are selling all over the United 
States, you will want to take into account 
the fact that 36 states and the District of 
Columbia now levy either a direct net in- 
come tax or a privilege or franchise tax 
measured by net income. 

The protection afforded by the new 
Interstate Income Law (PL 86-272) op- 
erates only against those states in which 
your activities are limited to the solicita- 
tion of orders for sales of tangible per- 
sonal property. It does not apply if you 
are incorporated under the laws of the 
state, own property in the state, or are 
engaged in rendering service, as opposed 
to selling tangible personal property. It is 
generally believed that the law will not 
apply if you have an office, in the state. 
Furthermore, the Act is considered to be 
temporary legislation. Title II of the Ac 
provides for a study by Congressional 
committees and reports to both Houses, 
with proposals for legislation, on of be- 
fore July 1, 1962. 

One aspect of state and local tax ad- 
ministration adds very heavily to the tax 
management problem. That is the matter 
of local custom or practice in applying 
the laws. 

You can’t just read the laws and regu: 
lations, do what they say, and thereby be 
assured of equitable treatment. This 1s 
particularly true where property taxes att 
concerned. For example, the law may s# 
that property must be assessed at 60 pet 
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cent of its value. Value is not a precise 
term. You may find that in fact nobody 
who understands local custom is assessed 
at more than 30 per cent of book value. 

The diligent tax administrator con- 
tantly tries to find ways of getting more 
revenue out Of existing laws. Sometimes 
the cost impact of his activities in this 
regard can be much greater than a tax rate 
increase. 

Sometimes, too, efforts to increase rev- 
enues through administration bring man- 
agement face to face with some hard deci- 
sions. Many of the state and local revenue 
laws on our statute books were written a 
long time ago, to serve the needs of a 
simple agrarian economy. They are not 
geared to a complex industrial society. 
Others were drafted by lawyers with little 
or no business experience. When you be- 
lieve such laws are being interpreted so 
as to tax your business inequitably you 
may have nowhere to turn for relief ex- 
cept to the courts. Litigation can be very 
expensive. You therefore are likely to try 
to weigh the amount of the proposed tax 
assessment against an estimate of the cost 
of litigation, and its possible outcome. 

Expense is not the only factor that 
should be taken into account when tax 
litigation is being considered. There is al- 
ways the danger that a court decision will 
turn out to be a new tax law. Even when 
the taxpayer wins, the new rule can re- 
sult in substantially higher taxes for many 
taxpayers in subsequent years. An out- 
standing example of that kind of thing 
occurred in Alabama several years ago. 
A taxpayer won a case in the Alabama 
Supreme Court (State v. Travelers Insur- 
ance Co. (51) 256 Ala. 61, 53 So. 2d 
745) concerning franchise tax. The Court 
uled that the revenue department could 
not legally use allocation formulas in de- 
termining the amount of capital employed 
in the state by foreign corporations. Since 
that time, some foreign corporations have 
paid much more franchise tax than they 
would have under the old practices. 

Furthermore, greater tax administrative 
and enforcement effort means more trou- 
ble, aggravation and expense of compli- 
ance. This is of direct concern to con- 
trollers, 


OPERATING DECISIONS AND TAXES 


Now let’s look at some examples of 
ordinary operating decisions that can have 
an effect on liabilities for state and local 
taxes, 

Take the matter of ad valorem or prop- 
tty taxes on inventories. I haven’t made 
4 study to find the extremes of the rates 
that are applied to merchandise inven- 
tories in the United States, but I can tell 
jou from experience that they vary con- 
siderably. Some states levy no property 
&X On inventories. In others the state and 
local Ptoperty tax rates are so high that 
profit potentials are severely limited. 


“Well,” you say, “so what?” “You 
have a stock of goods in a high-tax state 
because the market demands it.’ Maybe 
so—maybe not. Twenty-five years ago, 
marketing needs may have justified put- 
ting a warehouse in a high-tax state, but 
that was a long time ago. Tax rates then 
were lower. Marketing methods have 
changed. Transportation is faster. Per- 
haps the whole question should be called 
up for review in light of present condi- 
tions. Maybe the market could be served 





A CONTROLLER 


“ 


: must study every 
branch of the business; he must 
know and understand all about 
the cost of the manufacturing 
and the selling.” 

“. . . has to be a purchas- 
ing agent, and he has to be a 
credit man; he has to be a 
salesman and he has to be a 
manufacturer and financier.” 

“. . . is the man who had 
to come to the front in recent 
years and take part in every 
division of the business and 
save things for all other divi- 
sions.” 

“. . . [should] find ways by 
which his company may spend 
more money that will bring in 
returns to the company.” 

“. . . is in a better position 
to advise the expenditure of 
money than the sales manager 
or the head of any other divi- 
sion of the business. . . .” 

“. .. [is] to be congratu- 
lated and to be thanked for 
the very wonderful job which 
[he has] done. . . because 
there is no man in the business 
who has had more to contend 
with, who has had more de- 
mands made upon him, than 
the controller.” 

—From an address by Thomas J]. 


Watson at the First Annual Meet- 
ing of Controllers Institute of 


America, September 1932. 





just as well from a bordering state. Or 
maybe another location could be found in 
the same state, where property taxes aren’t 
so high. 

But suppose a company knows it isn’t 
going to move from its present ware- 
house. Is there anything it can do to hold 
down the burden of this tax? Certainly. 

The company can study its inventory 
management practices to see if the stock 
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turnover can be increased without reduc- 
ing sales. Slow-moving, low-margin mer- 
chandise can be pulled out of the stock. 
The company can give up a few sales if 
by so doing it increases net profit. 

If the tax is assessed on the basis of 
stock on hand at a single given date, 
rather than upon some average, ways can 
be found to let the value reach a low 
point at that date. 

These are just some examples. The 
point is, when the company makes a deci- 
sion to move merchandise away from its 
factory to one of its distribution points in 
other states, it may be making a decision 
to incur property taxes on that merchan- 
dise. And, of course, that’s not the whole 
story. Such merchandise may become part 
of the property factor used in an appor- 
tionment formula. for income and fran- 
chise taxes. 

Or consider the question of the loca- 
tion of branch sales offices. As matters 
now stand, if you open such an office in 
one of the 36 states which tax income, 
and the tax statutes of the state are so 
drawn as to apply to interstate activities, 
you will probably become liable for in- 
come tax in that state. 

Now maybe it’s true that no state has 
an income tax rate high enough to cause 
you to stay out of its markets. But the 
added income tax, plus the cost of com- 
pliance, can turn out to be higher than 
the rent and other office operating costs. 
When you put all these costs together you 
might decide to tap that market by an- 
other method. 

And, of course, there may be other 
choices. Does the office have to be in 
Washington, D. C., or will Arlington, 
Virginia, do? You want a location in Kan- 
sas City. Which is better, Kansas City, 
Kansas, or Kansas City, Missouri? Must 
you be in Philadelphia, Pennsylvania, or 
will Trenton, New Jersey, do just as 
well? 

Certainly controllers understand what 
to do about cost factors affecting operat- 
ing decisions. They know that any changes 
in taxes expected to result from a pro- 
posed operating decision need to be in- 
troduced as cost factors in calculating the 
advantage or disadvantage which may re- 
sult from the move. But it’s often very 
difficult to get the figure needed for any 
such calculation. It’s quite a bother, and 
much easier to make the move without 
getting into these troublesome details. 

A great deal is written and said these 
days about communications in industry. It 
would be quite an achievement, I think, 
if communication practices among our 
management people were good enough 
for those with tax know-how to even find 

out always before moves increasing our 
tax liabilities are made. 


(Continued on page 388) 
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Roy N. Dreiman 


OR AMERICAN BUSINESS as a whole, 

actual experience with electronic data 
processing of commercial data covers a 
period of less than six years. Yet today 
companies have ihstalled hundreds of 
these systems. Developing them during 
the experimental years has been a rugged 
experience. And what we have gone 
through at Pacific Gas and Electric is no 
exception. 

A few months ago, we completed con- 
version of our first major application. 
Two miliion domestic and commercial 
customers’ gas, electric and water ac- 
counts are now being processed by elec- 
tronic computers. This represents some 
3.5 million customers’ meters. 

In this process about 100,000 bills a 
day are being turned out. Accounts re- 
ceivable records are processed. Informa- 
tion is prepared and sent to our 135 local 
offices for their use in answering cus- 
tomers’ inquiries and to assist them in 
credit follow-up. Collection notices are 
printed. Statistical data are accumulated 
and reports are prepared for manage- 
ment. In other words, a complete cus- 
tomers’ accounting job is being done. 

Aggregate computer time spent on one 
account during one month to do all these 


ROY N. DREIMAN, assistant comptroller, Pacific Gas and 
Electric Company, San Francisco, California, has been en- 
gaged in accounting and financial areas of gas and elec- 
tric utilities in Indiana, Virginia, Florida, and Califor- 
nia. He was vice president, comptroller and treasurer 
of Pacific Public Service Company prior to its merger with 
PG&E in 1954. He is immediate past president of the San 
Francisco Control of Controllers Institute; a past presi- 
dent of the Pacific Coast Electrical Association; and is 
a member of the General Accounting Committee of the EEI. 


What a Utility Has Learned with EDP 


things is less than one second. Even with 
this fantastic speed, it will take an average 
of 20 hours daily computer time to proc- 
ess all these accounts. 

We are assured of a pay-out on this 
one application, yet, our machine rentals 
are up and our form costs are up. How 
have we been able to accomplish this re- 
sult? It has been an experience that has 
taught us valuable lessons in preparing 
for EDP, in going through the conversion 
process, and in fitting computer opera- 
tions into the corporate structure. From 
this experience we have also gained what 
I think is a useful outlook on future de- 
velopments, concerning the new, solid- 
state computers. 

The answer is: Reduction of personnel 
in our billing departments alone will off- 
set these increased costs. Growth and em- 
ploye turnover will permit us eventually 
to absorb all regular employes whose 
former duties were eliminated by the new 
system. Just one word of caution for 
other companies: Take care that Parkin- 
son’s “law” that “‘work expands with the 
time available to it’ is not permitted to 
operate; otherwise, anticipated savings in 
personnel costs may not materialize. 
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First-hand advice on 
preparing the company, 
designing new systems, and 
fitting the computer into 
the corporate structure 


How did we go about organizing our 
EDP programming staff? These employes 
were all recruited from various areas of 
our own company. They were not elec- 
tronic engineers or mathematicians—only 
seven had college degrees. They were, of 
course, intelligent men with ability to 
learn. This had been evidenced by past 
performance and verified by the results of 
certain aptitude and intelligence tests, and 
grades at the programming school. They 
had good knowledge of the company and 
the willingness to tackle a new medium 
of expression. Today this staff is rated by 
IBM as an outstanding computer group. 

IBM gave us excellent support. We 
told them that if they would give us the 
best possible instructions and assistance in 
the beginning, we would do our best to 
become self-sufficient as early as possible 
so that IBM could go on to other ac 
counts. That is exactly what happened. 
Several instructors who assisted at first 
went their way, but the sales representa- 
tive, a technical representative, and an 
assistant technical representative stayed 
with us throughout the preparatory stage. 
IBM called in other specialists from time 
to time as need for their services was in- 
dicated. 


PREPARING 
FOR THE FIRST APPLICATION 


We prepared thoroughly. Our EDP 
staff spent a total of 489 man-months, ot 
40 man-years, on the Revenue Accounting 
application prior to the time the first bill 
was mailed. On system design, feasibility 
studies, and evaluation of equipment be- 
fore the computer system was ordered, 
39 man-months were spent. Recruiting 
and training the staff, and further de- 
tailed system design, required 72 mar- 
months. Meanwhile, 324 man-months 
were spent on problem definition, block 
diagramming, coding, testing and de: 
bugging computer programs, design 0 
forms, design of conversion and operat: 

















































tak 


wi 


the 


Vic 








iny, 
ms, and 
into 
ure 


zing our 
-mployes 
areas of 
10t elec- 
1s—only 
were, of 
bility to 
by past 
esults of 
ests, and 
1. They 
any and 
medium 
rated by 
r group. 
ort. We 
e us the 
tance in 
best to 
possible 
ther ac- 
ppened. 
at first 
yresenta- 
and an 

stayed 
'y stage. 
ym time 
was in- 


i EDP 
nths, of 
ounting 
irst bill 
asibility 
rent be- 
»rdered, 
cruiting 
her de- 
2 mapr- 
months 
, block 
nd de- 
sign ol 


oper at- 











ing procedures, planning for b yen site 
and personnel requirements and, in gen- 
eral, preparing for acceptance and opera- 
tion of the equipment. 

Then on November 4, 1957, our first 
electronic computer system arrived and 
was installed. After it came, 54 man- 
months were spent in completion of test- 
ing and establishment of procedures ready 
for operation. Furthermore, our staff has 
continued to support the operating group 
actively in establishing procedures, main- 
taining and revising programs, and other 
matters pertaining to the shakedown of 
the system. 

The computer’s arrival, the installation 
by IBM crews, and the initial testing on 
our own 705 were exciting events. Build- 
ing construction was not quite complete 
at the time of equipment delivery. Every- 
one pitched in, and we were using the 
computer more than eight hours a day 
within ten days after delivery. 

For the pilot operation we chose a 
town with about 5,000 accounts. During 
January, February, and March 1958, these 
accounts were processed by the EDP sys- 
tem, and the results were compared with 
billing under the old system. Part of test- 
ing is, of course, the customer’s part. W7// 
he send in stubs as he is supposed to? 
Will the system that looks good on the 
drawing board prove out in practice? Re- 
sults were satisfactory, bugs were found 
and corrected, but basically the system 
worked. 

In April, 12,500 accounts were con- 
verted and in May 31,000. Remember, 
we were still going parallel with the old 
system. This served a dual purpose. It 
proved the system to everyone’s satisfac- 
tion and also served to educate those 
who would be operating the new system 
through step-by-step comparison with the 
old, familiar system. 

All paralleling with the old system was 
discontinued with the beginning of the 
San Francisco conversion in June 1958, 
with conversion rate established at ap- 
proximately 5,000 accounts a day. And, 
as I mentioned earlier, we converted the 
last of our two million domestic and com- 
mercial customers’ accounting applications 
to EDP several months ago. 


TO KEEP IN MIND 
WHEN DESIGNING NEW SYSTEMS 


It is essential that an EDP system be 
designed which will take full advantage 
of the computer’s facility to arrange one 
set of basic data into several different 
formats simultaneously. This is in con- 
trast to the serial type of processing in 
tabulating and other systems previously 
in use. 

Representatives of the departments 
Whose methods are going to be adapted 
to EDP should participate full time in 
the system design study. They will pro- 
Vide necessary education and counsel to 





WHAT'S MEANT BY “COMPUTERESE” 


Minneapolis-Honeywell has added to its well-known 
little Automation Dictionary a booklet entitled “Do You 
Talk ‘Computerese’?” In it are definitions of common 
terms used by computer engineers including the following 
adaptations of words in general use: 


address—A label that identifies for the computer a spe- 
cific location in its memory where certain information is 
stored. Serves the computer in much the same way that 
index tabs on your filing system serve you. 


gate—A circuit with one output and many inputs, de- 
signed so that the output is energized only when certain 


input conditions are met. 


housekeeping—the portion of a program which involves 
the setting up of constants and variables to be used in the 
program. The housekeeping must be done before any pro- 
ductive work is done by the computer. 


e + e e e _ * e e ° 
the systems group and maintain a liaison 
with their departmental supervisors, keep- 
ing them informed of progress and de- 
velopments in system design as they 
occur. Having participated in its develop- 
ment, they will be better able to assist in 
both the conversion of their old system 
to EDP and in administering the new 
system after conversion. 

A study of all related areas is necessary 
in order to achieve integration of design. 
Computer runs should be designed to 
provide for logical progression of data 
through the system. 

It will save a great deal of time and 
money to obtain approval of the newly 
designed system, especially basic policies 
involved, prior to the start of actual 
programming. The proposed procedure 
should be documented and flow charts 
prepared in sufficient detail to point out 
improvements and benefits which are ex- 
pected to result. Comparison of cost of 
the proposed system with the present sys- 
tem should be included in the presenta- 
tion. 

Staff assignments need to be coordi- 
nated in order to avoid duplication of 
efforts and it should be realized that there 
will be an overlapping of investigation 
areas. Meetings of analysts should be 
scheduled from time to time, as points 
are reached in their investigations when 
discussions are indicated 
proval of a given point is required. Every 
effort should be made to disrupt present 
operations as little as possible when 
gathering information. 

In general, the objectives should be to 
learn the system, welcome suggestions, 
and keep supervisors of affected depart- 
ments informed about the investigation. 
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or when ap- - 


CONVERSION 


Importance of conversion should not 


be underestimated. Conversion plans are 
an integral part of the system design it- 


self. We recognized early in our studies 
that the personnel in our division and 
local offices would have to be educated 
to the use of our new system. In our com- 
pany, they administer our collection op- 
erations and handle all customer contacts. 

As EDP conversion chief, one of our 
senior analysts was chosen. He had been 
with the company many years and had 
traveled extensively throughout the entire 
territory it served. He participated in the 
design of the new system and was ideally 
suited to the job. 

Our conversion was not free from the 
trials and tribulations which usually 
plague system conversions. However, we 
did find that practically all the errors en- 
countered were caused by human rather 
than machine failure. There is considera- 
bly less human effort expended in the 
EDP system than in our previous system. 
The computer is remarkably accurate, as 
well as fast, provided it is given the cor- 
rect data and instructions for its proc- 
essing. 


OPERATION OF THE COMPUTER SYSTEM 


We now have two 705 Model II elec- 
tronic computer systems. The first was 
installed in November 1957, as pre- 
viously mentioned, and the second in 
September 1959. Our combined process- 
ing operations now average 30 hours a 
day computer time with another two 
hours required for maintenance. 

There has been a great deal of mystery 
about electronic computers. Actually, you 
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do not have to know a great deal about 
their insides. Manufacturers furnish tech- 
nicians to keep them in running order. 
You do have to give them precise in- 
structions in the language they under- 
stand but this language is not too difficult 
to learn and improvements in this com- 
munication are continuously being de- 
veloped to make the job easier. 

At the start of conversion of our first 
application, seven members of our EDP 
planning and programming staff were 
transferred to form the nucleus of the 
EDP operating group. The importance of 
having personnel familiar with the pro- 
gramming and system design to carry on 
into the operation of the EDP system 
cannot be too greatly emphasized. 


OTHER PG&E APPLICATIONS 


With our initial customers’ accounting 
applications completely converted and as- 
sured of a pay-out, other applications, 
some of which could not in themselves 
justify acquisition of a computer system, 
can now be made. 

Our current new EDP application is 
in the processing of our materials and 
supplies accounting and related purchas- 
ing and stores information. The whole 
job will be done within the year. This 
compares with some two and one half 
years required to convert the customers’ 
accounting application to EDP. In the 
meantime, we have checked our new EDP 
programs by processing the operations of 
last August and September on the com- 
puter system, and checking with = 
for those months which were produced 
by the old tabulating system. 





The materials and supplies application 
has required about 70 hours a month of 
computer time. Information produced in 
the new system, not formerly available, is 
incorporated in the materials and supplies 
application. Included are: Automatic 
checking of invoiced prices; weekly re- 
port of unbilled material which is past 
expected delivery date; report of excess 
material on hand; report of material on 
hand which is of less than minimum al- 
lowable quantity, etc. It is expected that 
these tools will aid in the administration 
of the purchase and stores function. 

Basically, the materials and supplies 
EDP system is composed of: A rotating 
purchasing order master file in purchase 
order number sequence; a rotating stock 
master file in commodity code number 
sequence for each substore; an invoice 
price table; and a stock price table. All 
four files are on tape. 

The status of other PG&E accounting 
applications is as follows: 

Computer processing of ad valorem 
(property) taxes was inaugurated during 
1959 and will continue each year. 

Plant accounting system design and 
analysis are almost completed. The feasi- 
bility study and programming will follow 
in the near future. 

Payroll system design and analysis are 
in the early stages of study. 

Our ultimate objective is to produce 
cost statements and budgets by areas of 
responsibility in addition to the accounts 
prescribed by governmental regulatory 
bodies. 

Several engineering and _ statistical 
studies are being processed on the com- 
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puter, or are being programmed. For ex. 
ample: 

1. A rate study involving frequency of 
usage by various categories has been 
completed. 

2. Mortality curves have been prepared 
for depreciation calculation purposes, 

3. An inventory of timber on company. 
owned lands has been completed. 

4. Efficiency, flow rates, and tempera. 
tures have been calculated by the com- 
puter for use in the design of steam 
plants. 

5. Pipe size and pipe stress calculations 
have been made in considerably less time 
than required through other methods. 

6. A system curve of peak loads gen. 
erated has been computer-created. 

7. Water measurement and water rout- 
ing studies have been made. 

8. A computer-processed power sys- 
tem analysis program is being developed 
for use in electric operations. 


Those companies whose accounting ap- 
plications will not by themselves justify 
acquisition of a computer system, possibly 
may find that the inclusion of applications 
of their other departments, such as en- 
gineering, will enable them to get one— 
but there may be some arguments about 
the kind of equipment that should be 
ordered. Most engineering problems are 
processed more efficiently on computers 
designed differently from those which 
best process commercial-type problems. 

In any event, if you are planning to 
obtain a computer you should get the 
largest one you can afford rather than go 
from small to large, provided present 
volumes and foreseeable growth appear 
to justify a sizable computer within a 
comparatively short time. This will avoid 
re-design of system and re-programming 
—costly items related to EDP which 
should be kept to a minimum. 

As a tule of thumb to determine the 
size range of computer to look for, it is 
suggested that those functions which in- 
volve large-scaled, relatively simple te- 
petitive clerical or punched-card processing 
be examined; preferably one, but not 
more than two or three should be under- 
taken at a time—and not more than can 
be programmed and ready for conversion 
within a year or two. Then relate the 
number of people engaged in those op- 
erations which can be done on the com- 
puter to monthly rental. 


POSITION OF EDP MACHINE IN COR- 
PORATE ORGANIZATION STRUCTURE 
Data to be processed by the electronic 
computer frequently cut across depatt- 
mental lines. Careful consideration should 
be given to the placing of the EDP sys- 
tem in the organizational structure of 
the company. PG&E’s EDP Machine 


Center is in the Comptroller's Depart 
ment. More than 90 per cent of the work 
will be processing data for that depart- 
ment. 
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The Accounting Methods and Pro- 
cedures Division of the Comptroller's 
Department, which I head, designs the 
systems, makes feasibility studies, and 
writes and tests the programs for all 
Comptroller's Department EDP applica- 
tions. 

The Engineering Departments make 
their own studies and write their own 
programs. Upon written request, we allot 
them time on our EDP system. On the 
other hand, they make their own arrange- 
ments for processing their data on ‘‘sci- 
entific computers’’ of other companies. 

The EDP Machine Center is now a 
part of the Central Customers’ Accounts 
Department, a division of the Comp- 
troller’s Department. Whether or not it 
will eventually become a separate depart- 
ment in the Comptroller's Department, 
when other major accounting applications 
are converted, depends upon future de- 
velopments. 


FUTURE DEVELOPMENTS 


Now let’s take a look into the future. 

The second generation of computers is 
on order and will begin to be placed in 
operation late this year by several com- 
panies. These transistorized, or so-called 
solid-state computers will require less 
rigid temperature and humidity control, 
will occupy less space, and will need 
less maintenance. They are many times 
faster than their today’s counterparts. 

With such vast improvements in the 
computer area accomplished, the manu- 
facturers are concentrating their efforts on 
improvements in peripheral equipment— 
faster tape drives to more nearly balance 
the input and output speed to the internal 
processing speed of the computer; faster 
printing and punching devices. 

Many systems are being designed on 
the modular, or building block principle, 
to permit adding to existing equipment as 
growth or additional applications warrant. 

Another technique now being devel- 
oped and studied is the use of one com- 
puter for several jobs at the same time. 
Known as “‘program interrupt,” this fea- 
ture provides for data from several input 
sources to be processed simultaneously, 
thus taking greater advantage of the in- 
creased speed of the new units. 

The advent of smaller, satellite com- 
puter systems, with compatibility of the 
tape input and output of the larger com- 
puter is a great step forward because these 
smaller systems offer a means of releasing 
certain processing from the larger com- 
puter which possibly can be done less ex- 
pensively on the off-line equipment. 
IBM’s forthcoming 1400 Series system, 
for example, can be grouped into various 
configurations to allow off-line editing, 
card reading and punching, with self- 
contained facility for editing and calcula- 
tion. Up until now, peripheral equipment 
has for the most part been a slave to the 





main computer. Now the system designer 
can weigh several different alternatives 
and configurations to produce a better 
balanced system both costwise and sched- 
ulewise. 

These less expensive satellite systems 
can be located in separate cities, far distant 
from the main computer, and provide a 
means of communicating information in 
form compatible to the main computer 
for consolidated processing. 

Improved programming techniques are 
being developed which are expected to 
reduce initial get-ready costs. Standard, 
pretested packaged programming routines, 
common to many programs, have become 
available and are continually being im- 
proved. These save the long, laborious 
repetitive coding that was required in 
the first computer applications. Various 
manufacturers and agencies are cooperat- 
ing in developing a common procedural 
and application-oriented language. It is 
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anticipated that the manufacturers will 
provide processors which will translate 
from this common language to the par- 
ticular code of each machine installation 
involved. This is especially needed in 
governmental installations which use all 
manufacturers’ equipment. Industry will 
benefit from this development which not 
only fosters compatibility among various 
types of equipment but also facilitates 
transition to new equipment as it comes 
into the market without incurring high 
re-programming cost. 

Printing is being speeded up. In com- 
mercial operation today are printers which 
print at 500 to 1000 lines a minute—in 
fact, one produces at 5000 lines a minute. 
Development of printers that will print 
a page at a time rather than line by line 
will further increase printing speed. 

Devices which will read characters 
printed on a document for direct entry 
into computer systems are operative and 
will show continuing improvement. In 
many cases they will replace the punched 
card which has been the necessary inter- 
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mediate step for translation of data to 
computer-acceptable media. 

Measuring and recording devices which 
will create magnetic tape directly from 
the source of activity are being developed. 
An example might be recording directly 
on magnetic tape from a gas or electric 
meter in a code acceptable to a computer, 
without intermediate transcription. Com- 
puters will calculate certain operating in- 
formation and, based on the results of 
the calculation, cause plant production 
equipment or control equipment to op- 
erate. The trend is toward automatic re- 
laying of information from point of 
origination to final disposition. 

Feeding of information to a computer 
in random rather than ordered sequence 
offers great potential economies in many 
applications. An example of this might 
be daily posting of cash in my industry. 
Storing of data on discs or in “tape bins” 
rather than on conventional magnetic 
tape reels is now being accomplished on 
smaller systems and several manufacturers 
may soon announce such devices with suf- 
ficient speed and capacity to handle al- 
most any application. Developments along 
these lines indicate that elimination of 
the use of tapes in computer systems is a 
possibility. 

Communication equipment is on the 
market that transmits over voice channels, 
wire or microwave, with remarkable speed 
and accuracy. Devices are currently in 
operation for transmitting from card to 
card or magnetic tape to tape over either 
of these media. Several companies are 
centrally processing data sent this way 
from all over the country. 

What about the smaller companies 
which cannot at present justify a com- 
puter? 

Manufacturers today realize that an ex- 
tensive market for their electronic data- 
processing systems exists among these 
companies. Competition has reached the 
point where development of more efficient 
small-sized computers at reduced cost can 
be expected. 

New. low-cost computer systems are 
currently being announced that extend the 
benefits of magnetic tape-processing to 
more than 6,000 of the 10,000 top com- 
panies in the United States. They are 
moderately priced all-transistorized data- 
processing systems, renting for under 
$10,000 a month. 

For companies which still may be un- 
able to economically justify the acquisi- 
tion of even a small-sized computer, 
central data-processing centers may well 
be the answer. 

Integration of data flow, so that trans- 
actions need be recorded only once, and 
then will reproduce themselves into all 
subsequent requirements, is the pattern of 
tomorrow. The horizons are unlimited! 
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Making Sure the Message Is on 


Purposes and Techniques of Financial Communications 
Occupy Controllers at Area Conference in Montreal 


INANCIAL COMMUNICATIONS were the 
F common denominator at the recent 
1960 Northeastern Area Conference of 
Controllers Institute of America. Spon- 
sored by the organization’s Montreal Con- 
trol, the meeting took place in the Queen 
Elizabeth Hotel, that city, June 16-17. 
Frank S. Capon, president-elect of the In- 
stitute and treasurer, Du Pont of Canada 
Ltd., was general chairman for the event. 


CLARITY—A CARDINAL POINT 


The first speech at the opening techni- 
cal session set the stage for the Confer- 
ence as a whole. The speaker—Thomas 
W. Eadie, president and chairman, the 
Bell Telephone Company of Canada, 
Montreal—outlined basic fundamentals 
of business communications in general. 

“A helpful comparison can be made,” 
he pointed out, “between the technical 
problems of furnishing communications 
and the art of communicating, in the 
broader sense. The engineer has to pro- 
vide for clear transmission and to ensure 
that each message reaches its proper des- 
tination. The executive has to ensure that 
what he says and writes is clear and un- 
derstandable, that it really conveys what 
he wants it to. For example, when in- 
forming employes about the company’s fi- 





FRANK S. CAPON, treasurer, Du Pont of Canada 
Limited, giving the Conference keynote speech at 
the opening technical session. Mr. Capon, who 
served as general chairman for the 1960 North- 
eastern Conference, is president-elect of Control- 
lers Institute for the 1960-61 term, having been 
elected to that office at the meeting of the CIA 
Board held in Milwaukee, Wisconsin, on June 11. 


nancial situation, we need to be clear both 
about what facts are relevant and what 
impression we wish to create. 

“We have to speak—and write—to 
people in language they understand. Ef- 
fective communication depends upon the 
right contents and approach, and these 
may well alter as you go down the line of 
authority. Plenty of attempts at communi- 
cation fail, or even arouse adverse reac- 
tions, because the originator has not 
thought enough about who is supposed to 
receive them. On the other hand, failure 


Target 


at times can be due to talking down to an 
audience, to underestimating both its in. 
terest and intelligence.” 

Behind any thinking approach, the 
speaker explained, come such considera- 
tions as: 


Does the audience want to listen? 


Is there confidence in the source of in- 
formation? 


Have previous communications created 
and sustained a desire to learn and ac- 
cept? 

Does the attitude toward management 
mean that what we say will be taken as 
an honest interpretation, or will the au- 
dience peer up one’s sleeves for some hid- 
den joker? 


“Thinking and questioning should be 
based on identification with the com- 
pany,” Mr. Eadie added. “We do not 
seek blind, unconcerned acceptance. This 
depends on the complete, long-term te- 
lationship. 

“Communications are certainly easiest 
when the employe has a direct personal 
interest in the subject at hand. Yet there 
are some topics, such as the company’s f- 
nancial record and accomplishments, 


HONORED GUESTS at the banquet were piped to their places by members of the Cadet Pipe Band—The Black Watch (Royal Highland Regiment) of Canada 








er rr ee re ee ey eh AUGUST 1960 





366 















1 to an 
its in- 


1, the 
sidera- 


? 


of in- 


reated 


nd ac- 


cement 
ben as 
he au- 


1e hid- 


ild be 
com- 
Oo not 
. This 
‘mM re- 


easiest 
rsonal 

there 
y's fi- 
nents, 


Sanada 


PANEL PARTICIPANTS for the discussion led by 
K. Y. Siddall included (left to right): D. E. 
Browne, vice president-finance and controller, 
Lockheed Aircraft Corporation; Burdette A. John- 
son, the incoming vice president of the Northeast- 
ern Area, who is treasurer, New England Gas 


where the personal interest, great as it is, 
will not be immediately apparent. We are 
agreed, I am sure, that all management 
people and as many nonmanagement 
people as possible, should have a sound 
knowledge of a company’s background, 
including the basic policies by which it 
operates. 

“This year we have held a week-long 
course on financial considerations for all 
our middle-management people. Using 
both discussion periods and case histories, 
the course relates the technical problems 
of providing service to the financial struc- 
ture of the company, its capital require- 
ments and the effect of many varied fac- 
tors on its earnings. Naturally, the pur- 
pose of such training goes deeper than 
the provision of the information. Ninety 
per cent of our training effort is devoted 
to the formation of an. attitude that will 
manifest itself in thoughtful and efficient 
management.” 


REACHING ALL LEVELS 


The problem of financial communica- 
tion is company-wide, because jobs at all 
levels involve the responsibility for com- 
municating financial data necessary to the 
conduct of a company’s affairs. This was 
emphasized by W. S. Rothwell, vice-pres- 
ident and treasurer, Abitibi Power & 
Paper Company Limited, Toronto, who 
reminded the registrants that orders, 
sales, invoices, requisitions and time-clock 
catds are ‘‘routine internal financial com- 
munications.” 

Observing that effective business com- 
munication starts at the top, Mr. Rothwell 
commented, “To attain a high standard 
thoughout the community, senior execu- 
tives must set the pace by achieving ef- 
fective and considerate personnel com- 
munications. Also, they must insist on 
similar standards from their immediate 





and Electric Association; and J. McCall Hughes 
(right), executive vice president, Mutual of New 
York. Mr. Hughes is the retiring chairman of the 
CIA board of directors. Mr. Siddall (who is also 
shown in the picture to the right) is second from 
the right in this group. (In the picture to the 


subordinates. They must watch for the 
interest of other branches or departments 
in matters they are dealing with. Failure 
to keep other people advised and up-to- 
date can be an endless cause of difficulty. 

“Financial communications should be 
tailored to suit the requirements of the 
persons for whom they are intended,” the 
speaker recommended. ‘This is necessary 
because people with management respon- 
sibilities tend to establish habits and 
preferences, and these must be catered to. 
Statements and reports which have 
proved useful or reliable over a period 
of time become established as old friends. 
There are times, however, when we who 
provide these management tools come 
to the opinion that revisions or improve- 
ments to existing reports—or the substi- 
tution of new tools for old—will better 
equip our managers to discharge their 
responsibilities. But sometimes our sug- 
gestions are not received with enthusiasm. 
We are up against the fact that manage- 
ment, having confidence in tools which 
have been dependable in the past, is re- 
luctant to transfer this confidence to new 
ones. 

“Under such circumstances we must 
continue to provide the management with 
the information that is desired, in the 
form most useful to the recipient, because 
to do anything else results in the im- 
position of our judgment in an area 
where we lack management responsibil- 
ity. At the same time, however, we should 
also provide any additional financial infor- 
mation which in our judgment is useful 
and pertinent to the successful discharge 
of the particular management responsi- 
bility. 

“We have not discharged our respon- 
sibilities in full if we provide only the 
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right) K. Y. SIDDALL, administrative vice president, 
the Procter & Gamble Company, Cincinnati, Ohio, 
and Institute past president, at a concurrent 
session on the problems of financial communi- 
cation in large companies. In the background is 
one of the charts which he used in his talk. 


financial information that management 
asks for when we believe there are useful 
improvements and innovations to be 
made. To accomplish the dual purpose of 
providing people with what they wish to 
receive and also what they should have, 
calls for understanding and imagination 
on the part of the financial personnel, 
plus a more-than-ordinary knowledge of 
the problems of the business. 

“There is a tendency for financial per- 
sonnel, being trained to the use of figures, 
to expect other businessmen to interpret 
financial statements with equal dexterity. 
This can be an unreasonable assumption. 
The use of charts and graphs seems to be 
growing, partly because we cater to per- 
sonal preferences, but also because variety 
in method of presentation is a definite aid 
in awakening interest and combating the 
effects of repetitive reporting routines.” 


EFFECTIVENESS OF COMMUNICATION 

K. Y. Siddall, administrative vice pres- 
ident, The Procter & Gamble Company, 
Cincinnati, led a large-company group 
discussion on “Problems of Financial 
Communications.” In his opening re- 
marks he cautioned, “All the facts and 
figures in the world are of mighty little 
use while they are stashed away in some- 
one’s ledger. It is only when these figures 


_ are put into useful, understandable form 


and communicated to management that 
they serve a real purpose. 

“In our company, our most important 
financial communications are our fore- 
casts. Each of these forecasts provides 
predictions which, in effect, tell manage- 
ment that ‘if the operating groups in- 
volved do what they say they will do, the 





25 shi eee AUGUST 1960 









367 








MEMBERS of the Northeastern Area Operations 
Committee, Controllers Institute of America, met 
on the opening day of the Conference to discuss 
plans for Area activities to take place in the 
forthcoming year. The Area Operations Com- 


results of their action will produce these 
effects on the business.’ 

“Both general management and the 
operating division work with the same 
basic types of information. The prepara- 
tion of the information for each operating 
division management is the responsibil- 
ity of its own division accounting or- 
ganization, subject only to coordination 
and policy control by the comptroller. 
The general management works with in- 
formation prepared by the corporate 
comptroller’s group who, using the op- 
erating division information, consolidates 
the financial picture of the several divi- 
sions and brings in the effect of the cor- 
porate administrative operations. 

“A comptroller is a salesman. The ef- 
fectiveness of his communication is often 
very directly related to his personal per- 
suasiveness and confidence. Many times 
the effectiveness of financial communica- 
tions is the result of a direct, face-to-face 
conversation, often under informal cir- 
cumstances. I firmly believe there is a 
direct, straight-line correlation between 
the effectiveness and usefulness of finan- 
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IN AN INFORMAL ATMOSPHERE, Robert N. 
Wallis, vice president and treasurer, Dennison 
Manufacturing Company, led a discussion on the 
problems of financial communication in medium- 
sized and small companies. Mr. Wallis, who is 
a past president of Controllers Institute, is seated 
at the left and with him are James L. Peirce, also 


mittee is comprised of presidents of each Control 
and members of the Board of Directors from the 
Area as well as trustees of Controllers Institute 
Research Foundation. At the head table (at the 
rear of the room) are (left to right) Roger A. 


cial communication and the degree of 
active participation of the controller and 
the division managers of accounting in 
their respective management groups 
within the company.” 


AWARENESS 
OF THE CONTROLLER’S STAFF 


Robert N. Wallis, vice president and 
treasurer, Dennison Manufacturing Com- 
pany, Framingham, Mass., conducted a 
similar discussion group for controllers 
of medium-sized and small companies. 
“Today's competitive conditions,” he 
pointed out, ‘put a premium on good fi- 
nancial communication. This is an im- 
perative for companies of medium and 
small size, just as it is for the giants. 

“More than ever, the controller and 
his staff must be accurate with figures; 
they must give clear, concise interpreta- 
tions of their significance, and must be 
able to translate figures into words, paint- 
ing accurate and comprehensive pictures 
whose meanings are never obscure. The 
controller and his staff must not only 


a past president of the Institute and vice president- 
finance and controller, A. B. Dick Company, Chi- 
cago, Ill.; Harold L. Gebike, a CIA director from 
Region I! and secretary-treasurer, Electro Refrac- 
tories & Abrasives Corp., Buffalo, N. Y.; and Roger 
A. Yoder, Institute president and vice president- 
finance, Detroit Steel Corporation, Detroit, Mich. 
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Yoder, 1959-1960 president of the Institute; Bur- 

dette A. Johnson, incoming vice president for 
the Northeastern Area; Eric L. Hamilton, vice — 
president, Northeastern Area; and Paul Haase, 
managing director of the Controllers Institute, © 


learn the operating man’s language, they 
must also understand his problems, so ~ 
that they can help him find the appro- | 
priate answers. : 

“It therefore follows that the control. 7 
ler needs a highly intelligent staff, and 
this is particularly true when the staff is — 
small. Education for controllership today 
must include more liberal arts and less 
routine accounting and business subjects 
if the problems of financial communica- 
tion are to be effectively solved. 

‘More specifically, the controller and 
his staff should be less concerned with fi- 
nancial reports and more concerned with 
planning and establishing goals and ob- 
jectives for all segments of the organiza- 
tion. They should be less concerned with 
accounting procedures and more con- 
cerned with the whole structure, both 
company-wide and also for the short and 
long term.” 

The luncheon speaker on the opening 
business day was A. T. Lambert, vice 
president and general manager, the To- 
ronto-Dominion Bank, Toronto. He an- 
alyzed “Canada’s Capital Inflow,” and 
focussed on the need for study of the na- 
tion’s economy with a view toward ex- 
pansion without unsound practices and 
policies, particularly in the use of funds 
obtained abroad. The study, he said, 
should inquire into unemployment, capi- 
tal investment and production, and also 
involve meticulous review of Canada’s ex- 
change rate policy. Included in the latter 
would be an evaluation of the advantages 
or otherwise of re-establishing a fixed 
parity for the Canadian dollar. 

“While the fluctuating or free rate 
may have served a definite purpose when 
first introduced,’ he declared, “it may 
have outlived its usefulness. The high 
value of the Canadian dollar has for 
years been a major roadblock in the way 
of expansion in our export and domestic 
industries. Even if measures to reduce the 
rate prove costly, I think it is a cost we 
will have to bear in the interests of 
sound industrial growth.” 

(Continued on page 396) 
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_ PHILCO 2000 DATA PROCESSING 
- SYSTEM World's First in All-transistor Logic 
© and Circuitry” 


THIS ONE COMPUTER 


will handle all four types of data processing 





COMMERCIAL « SCIENTIFIC «© MILITARY « INDUSTRIAL 


The Philco 2000 Computer is the most versatile large scale data processing system available 
today. This one computer can handle efficiently all four major types of data processing prob- 
lems, each usually requiring a different system. 

The high speed input-output system updates an inventory of 500,000 items in less than 20 
minutes; large complex scientific computations are now being solved in one fourth the time 
formerly required; and Philco 2000 Computers are now solving problems vital to the national 
defense effort. 

The Philco 2000 is easily utilized for any of these applications. Parallel logic and asynchronous 
mode of operation permit expansion without costly changes in system design or existing 
programs. This extreme versatility is one more reason for the proven economy of the Philco 
2000... the computer that has changed the industry. 


PHILCO CORPORATION * GOVERNMENT AND INDUSTRIAL GROUP 
COMPUTER DIVISION, 3900 WELSH ROAD, WILLOW GROVE, PA. 


PHILCO 
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Louis M. Nichols 


N The Western Mind in Transition by 

Frank Alexander (published by Ran- 
dom House, New York), the author dis- 
cusses “retirement neurosis or malignant 
boredom” and states that the victim of 
this problem is the businessman who has 
concentrated on business activity and de- 
veloped no intellectual interests or hob- 
bies for his retirement years. 

“For him money, after he had more 
than enough, lost entirely its significance 
as a means for survival, or even for a 
luxurious way of life, in which he never 
really indulged, having neither the time 
for it nor the inclination. Money became 
the symbol of his greatness. The enjoy- 
ment of life for its own sake, the art of 
living, was unknown to him. ... Now 
retired, he finds himself confronted by a 
never-before-experienced void. Life sud- 
denly loses all its meaning. His response 
is depression and a rapid deterioration of 
his physical health.” 

Controllers who have misgivings 
about retirement because they ques- 
tion their opportunities for keeping busy 
in a remunerative way—both to ‘‘stay off 
the shelf” and to supplement their pen- 
sions and social security—can take heart 
from the findings in the recent survey of 
Controllers Institute members who are 
now retired. The returns showed that 





84.1 per cent of the respondents are 


“Retirement” to New Responsibilities 


Most retired CIA members 
are busy in new pursuits, 
paid and unpaid 


TABLE | 


WORK DONE ON A FEE, COMMISSION, OR 
SALARY BASIS 


% to Total 


Average 








Remunerated Activity Reporting Hours per Week (Range) 
Consulting 33% 16 (1-40) 
(Including Accounting Also) (4%) (19) (8-32) 
Accounting 14.5% 24 (5-50) 
Controllership 4% 28 (5-40) 
Selling 2.6% 26 (1-50) 
Other 40% 23 (2-60) 


working for pay, mostly in part-capacities. 
The range of their activities and the hours 
which they devote to them are shown in 
Table I. 


REMUNERATIVE POSITIONS 


“Retirement” for some controllers has 
opened the door to additional full-time 
careers. One respondent listed several 
concurrent, remunerative positions to 
which he now devotes 60 hours a week. 
Along with managing two commercial 
enterprises, he now serves as chairman of 
the board of a life insurance company, 
president of a university building corpo- 
ration and manager of development of a 
college. He also serves on the board and 
executive committee of a bank and of a 
state association of industries, is trustee 











ee : LOUIS M. NICHOLS, Harvard graduate cum laude 1909, 

, retired from General Electric Supply Corporation, Bridge- 
port, Conn., in 1952 having been comptroller since its in- 
ception in 1929. He was affiliated with Western Electric, 
1909-1918; in the U.S. Army one year; director, Commercial 
Research, International GE and GE Supply House Dept., 
1919-1929. A CIA member since 1935, he was the first presi- 
dent of the Connecticut Control, 1937-1940; a CIA direc- 
tor, 1939-1942; and chairman of these CIA committees— 
Budget & Finance, 1940-1942; Post-War Controllership Prob- 
lems, 1943-1945; Surplus Property Disposition, 1945-1946. 
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of a university and member of the corpo- 
ration of a hospital. 

Another retired member works 60 
hours a week negotiating mergers and 
the purchase and sale of businesses, 
mostly manufacturing. A third manages 
an office and processes FHA papers for 
the General Development Corporation, 
while a fourth has served successively as 
Consultant to the House Appropriations 
Committee; Director of Finance, Interna- 
tional Cooperation Administration, and 
Consultant to the Deputy Director of 
ICA. 

Directorships of one kind or another 
figure prominently on the list of post- 
retirement activities. One respondent is a 
director of six companies and chairman 
of two of them; another supplements his 
responsibilities as a bank director by ap- 
praising properties for mortgage loans. 

Municipal posts keep some respondents 
busy. The bank director mentioned is also 
police commissioner and president of his 
local school board. In another community, 
a retired Institute member is executive 
secretary of the local Civil Service Com- 
mission, after serving as chairman of the 
school board and majority leader of the 
town meeting. 

As seems logical, accounting and audit- 
ing assignments provide remunerative 
work for some. For example, one te- 
spondent has audited a savings and loan 
association for a public accounting firm 
and is now reorganizing a university con- 
troller’s office, including installation budg- 
ets, forms, reports, etc. (He is also a real 
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estate broker. ) Another who is active in 
consulting and accounting is making a 
comprehensive study of the management 
and financial problems of a private home 
for older people. 

Serving as a consultant for one’s com- 

any after retirement does not emerge 
with altogether glowing colors in the 
Institute survey. Five of the 29 respond- 
ents (19 per cent) who indicate remu- 
nerated activities of this nature remained 
as directors, one of them continuing as 
chairman of the finance committee. 
Twelve failed to qualify their statement 
of a continuing relationship, while com- 
ments of most of the remaining 12 seem 
to indicate only nominal, often transient, 
reliance on their experience. To quote a 
few: 

‘T have a consulting contract, but 
after the first year have had no call for 
service—a fairly common pattern in 
such arrangements.” . . . “Retained for 
20 months after retirement at 20 per cent 
of salary.”. . . “Consult for five hours 
a week with two companies, one from 
which I retired, the other closely asso- 
ciated.”. . . “Have participated in con- 
duct of orientation seminars for relatively 
junior staff members.”. . . “About one 
hour a week training future executives.” 


NONREMUNERATIVE ACTIVITIES 


As Table II makes clear, there is plenty 
of nonremunerative work available for 
retired controllers who wish to keep oc- 
cupied and feel no need for extra income. 
The satisfactions from community service 
of this sort are large; the time involved 
is short—significantly lower than for 
those who are compensated for their ef- 
forts. Here are some of the activities re- 
ported in this category: 


Vice president of a university in charge 
of all business activities; 

President, board of governors, Conserv- 
atory of Music, and treasurer, local 
Community Concerts ; 

President, board of trustees, National 
College of Education; member of 
university pension council; director, 
local United Charities; 

President, local Heart Association and 
director of the state organization; 
chairman, Surplus Food Registration ; 


campaign auditor, local United 
Fund; and 
Director, Civilian Defense; Civilian 


District Chief. 


Helping other retired people and old- 
sets generally is a growing sphere for 
those who are willing and free to accept 
Part-time, unpaid responsibilities. The 
survey returns mentioned various activities 
of this type, including visits to former 
associates in poor health; serving on the 
boards of retirement homes; conducting 
fund drives for the aged; helping to run 
4 Senior Citizens’ organization, and par- 






TABLE Il 


TIME SPENT, WITHOUT REMUNERATION, IN 
OTHER ACTIVITIES 


% to Total Average Hours 


Unremunerated Activity Reporting 
Church 38.7% 
Hospital 10% 
Red Cross & similar 

organizations 19% 
Fraternal Organizations 14.5% 
Professional Societies 17% 
Local Government 4.6% 
Civic Associations 25.6% 
Other 44% 


ticipating in an “Old Guard” comprised 
of retired business and professional men, 
which holds weekly meetings. 


PREPARATION FCR THE CHANGE-OVER 


Whether the chosen retirement activity 
be remunerative or not, respondents agree 
that some preparation is necessary. The 
would-be teacher, for example, must ob- 
tain credentials; the budding consultant 
must line up his contacts. The controller 
whose work has been highly specialized 
may find it helpful to take refresher 
courses in administrative and financial 
management. Learning about other forms 
of business activities is recommended, to 
avoid round-peg, square-hole frustrations. 
Those whose hobbies have commercial 
possibilities should begin the conversion 
period as early as they can. 

In the case of nonremunerative capaci- 
ties, these are also easier to find and em- 
brace if the way has been paved ahead of 
time. Getting interested in church and 
charitable institutions need not wait until 
retirement. One respondent found his op- 
portunity by studying specific church, 
hospital and welfare organizations to see 
where he could fit. 

Regardless of whether a controller ex- 
pects to work after retiring, the survey 





per W eek (Range) 

4 (15 per year to 24 
per week) 

6 (15 per year to 30 
per week) 

3 (5 per month to 10 
per week) 

2 (1-5 per week) 

2.5 (30 per year to 7 
per week) 

4 (3-7 per week) 

3.3 (% to 12 per week) 

8.7 (% to 40 per week) 


showed, he definitely should plan ahead 
for all phases of his “Golden Years.” 
The program which emerges from the re- 
turns involves forward planning for (1) 
adequate financial status; (2) preserva- 
tion of health; (3) worthwhile hobbies 
and recreation, and (4) continued enjoy- 
ment of living. 

“All expenses will continue,” a retired 
member cautioned about Point 1. “It 
costs more to do, after leaving the job, 
what we had no time for, while working. 
So work hard and save money before you 
step down.” The following tips were 
given in this connection: 


1. Try to build a sufficient estate to 
care for self and family; 

2. Invest more in growth securities for 
protection against inflation after retire- 
ment; 

3. Plan investments for liquidity; 

4. Pay more attention to securing max- 
imum return, so as to offset loss when the 
regular salary stops ; 

5. Budget expenses—housing, living, 
contributions, etc.; and 

6. Don’t keep too large a residence or 
too expensive a hobby. 


Footnoting the above, one member ex- 
pressed the wish that he had worked five 





THE AUTHOR of this paper is well qualified to write on retirement for since 1952 he 


has participated in the following activities: 


Operating Cost Consultant, 1952-1960, National Association of Electrical Distribu- 
tors; Consulting Work—financial, accounting, methods, and operating costs for com- 
panies in Bridgeport, Worcester, York, Kingsport, Cincinnati, Charleston (W.Va.), Lan- 
caster and Tampa as well as for a New York management engineering firm; Panel 
discussion leader—Distribution Costs, GE Advanced Marketing Management Course, 
1953-1954; Member Task Committee on Paperwork Management, hardware and elec- 
trical industries; Hoover Commission on Organization of Executive Branch of the Gov- 
ernment. He is an agent for two British, two Swedish and one American inventors in 
placing their patents for manufacture in the United States and is collaborating with 
Sloan-Kettering Institute for Cancer Research on a new approach to the problem. 





THE CONTROLLER......... enone 





PSL: AUGUST 1960 





371 





EASING RETIREMENT RULES 


Two years of experience have convinced Con Edison it 
was smart to ease up on its retirement rules. Male employes 
may, but no longer must, retire at 65; they can keep work- 
ing till 68 if the company agrees they're fit to do so. Women 
may retire at 6Go—or stay on five more years. 

So far, the company reports, two thirds of employes 
reaching the voluntary retirement age have been rated fit to 
continue working. Thirty-five per cent of the men and 59 
per cent of the women have stayed on. 

Performance evaluation shows good efficiency and ab- 
sence records—and pension costs have dropped five per 


cent under this plan. 


In other words, the new policy benefits the company as 
well as employes who are physically, psychologically or eco- 
nomically unready to be pushed prematurely into retirement. * 

Another New York organization which has put off em- 
ploye retirement from age 65 to age 68, on a voluntary 
basis, is the East River Savings Bank. Pension costs have 


gone down here, too. 


* New York World Telegram & Sun concerning 
Consolidated Edison Company of New York, Inc. 


years longer before retiring, to finance 
travel and to meet the constant increases 
in the cost of living. 

Health as a factor in enjoying retire- 
ment was emphasized in many returns. 
“Above all,” one respondent insisted, 
“keep well and in good physical condi- 
tion.” Others made the following sugges- 
tions: 


1. Start reducing business pressures at 
50-55 years ; 

2. Avoid mental anxiety about ap- 
proaching retirement ; 

3. Get interested in a hobby or other 
activity that will provide both mental 
stimulation and some physical exertion; 
and 

4. Build up rugged health through 
outdoor exercise and restraint in eating 
and drinking. 


MISCELLANEOUS RECOMMENDATIONS 


Here is a round-up of other recom- 
mendations voiced by the respondents: 

About business. In absence of a good 
pension plan, work until 70 if health 
permits. If likely to relocate after 50-55, 
work into or acquire a small independent 
business. Either retire early and get into 
some other activity while still in good 
health or plan for the separation to be- 
come effective at 65. Establish a reputa- 
tion in a field of endeavor other than 
controllership, one which will require 


moderate physical activity. Study means of 
continuing active in a business way, with 
or without remuneration. Be active in 
professional or trade associations, head- 
ing up committees, if asked to serve. 
Have friends outside the company. Size 
up the contacts that will be most helpful 
when retirement occurs. Continue pro- 
ductive and remunerative work as long 
as possible, but don’t take jobs just be- 
cause you lack something to do. Take 
at least two vacations a year, lasting 30 
days each. 

Resettlement. Plan retirement care- 
fully; spend vacations at proposed re- 
tirement locations. Try out possible 
places; study them from both the finan- 
cial and social angles. Give consideration 
to a different home for retirement, even 
if in the same locality; it creates new 
activities. If you do not keep the old 
residence, go in for modest quarters. Do 
not move permanently away from rela- 
tives and friends. 

On this score, one respondent com- 
mented, “I deplore the tendency to move 
from a place in which you have become 
established, and attempt to make friends 
in a new location, especially if you are 
not sure of the values and customs of 
that locale, as well as about medical and 
hospital service. Farms and small villages 
in Florida are for the Robinson Crusoes 
of the business world.” 
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Hobbies. Become interested in the p 
tirement activity you want to folloy 
select some activity to step into, especial 
some way to contribute to human welfag 
Arrange for some useful project to whid 
you can devote as much time as ym 
wish. Read all available books aboy 
retirement, to help with the choice, | 
health permits, develop more than og 
hobby—read, travel, garden. Develo, 
your own hobbies, too; don’t depend of 
your former associates. 

General counsel. Don’t make any longs 
range binding commitments. Plan to ge 
tire early and prepare to enjoy the thing 
you always wanted to have time fog 
Develop friendly relationships _ with 
others who will retire about the same 
time—men who have similar interest 
and are in a similar financial position, 
Such companionship will make the firs 
year or two much easier. j 

Keep occupied, but avoid mental of 
physical strains. Keep up with news ang 
fellowships. Give all the time you can ff 
civic, charitable and religious work. Be 
come interested in some organization 
which contributes to the solution of cum 
rent problems. Do all the things you h 
no time for when working and raising @ 
family. 

Work part-time or when the spitit 
moves one, because loafing, hunting, 
fishing, swimming can become monoto: 
nous. As Mark Twain pointed out, “Its 
only fun doing nothing when you should 
be doing something.” Develop a new 
philosophy of living designed to prolong 
life, and then enjoy it. 

When retirement does not live up t 
expectations, some responses indicated) 
both the individual pensioned and hig) 
employer may be to blame. As oné 
former controller put it, “Some meq. 
retire, wither on the vine and blow away” 
in six months—chiefly because of a lade 
of extracurricular activities and decision 
during their working careers.” ; 

Another said, “Employers should give 
retiring executives a period of one or tw 
years in which to psi their ego from 
the ‘Big Shot’ status to ‘side-line’ come 
tentment. The sooner they swallow theif 
pride and prepare to withdraw grace 
fully from the business scene, the bette; 
for all concerned. Firms should not 
tain them on a so-called consulting basis” 
This is just another form of feather) 
bedding.” : 

A five-point program was presented 
by one retired Institute member; it con# 
tained the following steps: (1) Fact 
retirement objectively; (2) appraise) 
physical and financial status; (3) seled 
environment; (4) analyze interests, and 
(5) seek and determine application Of 
interests. : 

“A retiree should avoid having noth 
ing to do,” another commented. “Hi 
must have some responsibilities if 1 

(Continued on page 396) 
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Alfred L. Hunt 


UDICIOUS EXTENSION of credit has al- 
J ways been a cornerstone of business 
profitability. In most businesses credit 
must be granted in order to make sales. 
But credit granted to those who are un- 
able to pay or are unduly slow in paying 
can cause a loss of the profits made on a 
great number of sales, or produce a seri- 
ous shortage of working capital. 

A severely restrictive credit policy can 
eliminate some potentially profitable 
transactions while one that is too lenient 
can result in uncollectible or slow-paying 
accounts. 

In extending credit the credit manager 
must determine two things: Will the cus- 
tomer be able to pay his bill when it falls 
due, and will he pay it, if he is able to 
do so. Determining the customer's ability 
to pay is the most fundamental of these 
two steps; as, lacking ability, the cus- 
tomer’s desire to pay is academic. On the 
other hand, if the customer has the re- 
sources with which to pay his bills, he 
can usually, by one means or another, 
be persuaded or forced to pay. 

A customer's ability to pay is, of 
course, dependent upon his present or 
future financial resources. Information 
permitting the determination and evalua- 
tion of these resources is usually obtained 
from sources outside of the creditor com- 


pany. 





Credit Management 
in the Electronic Accounting Era 





For those who have received credit in 
the past, willingness to pay can usually 
be determined adequately from informa- 
tion available within the company—the 
history of the paying habits of each credit 
customer. Traditionally, a significant part 
of this history has been the accounts re- 
ceivable ledger card. 


HOW ELECTRONIC ACCOUNTING 
HAS AFFECTED CREDIT OPERATIONS 


In recent years invoicing and account- 
ing for sales on credit have become 
highly mechanized. One of the more 
common types of mechanization has been 
the use of either punched-card equip- 
ment or completely electronic data-proc- 





ALFRED L. HUNT is presently employed as a manager of 
management services in the San Francisco office of Ly- 
brand, Ross Bros. & Montgomery, certified public account- 
ants with offices coast to coast. Prior to this he was a 
plant controller for a large manufacturer of cosmetics 
where credit was one of his responsibilities. During the 
past eight years he has acted in a consulting capacity 
while affiliated with management consultant organizations 
and public accounting firms. He is a graduate of the Uni- 
versity of Minnesota and is a certified public accountant. 
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What has and what has 
not been affected by 
electronic equipment 


essing equipment. Punched-card equip. 
ment stores in punched cards the data 
concerning accounts receivable, while a 
completely electronic system stores data 
on magnetic disks, tapes, or drums. In 
this discussion the use of either of these 
two methods is referred to as “electronic 
accounting.” 

The introduction of electronic account: 
ing has brought with it a new set of 
conditions affecting the credit manager, 
conditions to which he must adjust if he 
is not to impede realization of the savings 
expected to result from mechanization, 
or to fail to do the job of ensuring that 
goods or services sold are paid for when 
payment is due. 

Most companies in adopting electronic 
accounting have eliminated the hand- 
written or machine-posted ledger card. 
It has been replaced as a medium for 
storing information, either by punched 
cards, where significant information is 
represented by holes punched into the 
card, or by magnetic tapes, drums, or 
disks, where the significant information 
takes the form of magnetic spots; these 
last are often referred to as “‘bits.” 

The holes in the cards can be inter- 
preted, and the information they repre: 
sent can be printed on the top of the 
card, or the cards may be run to produce 
a report. The information stored on 
tapes, drums, or disks can be “read out” 
and punched into cards or printed di- 
rectly on paper. 

In punched-card accounting for trans- 
actions with customers, separate cards 
usually are produced for each sale made 
or payment received; thus there is n0 
card, such as a ledger card, that accumu- 
lates the history of a number of trans- 
actions. Similarly, though tapes, drums, 
or disks can store in sequence all the 
history for a year or more concerning 
transactions of a given customer, this 
usually is not practical. Such a procedure 
uses up too much of the available storage 
space and even then the information cat- 
not be read until it is taken out of the 
machine and printed. Because of | this, 
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most electronic accounting installations 
do not accumulate information in a form 
the credit manager can use in the way he 
formerly used the accounts receivable 
ledger card. He cannot at any moment 
pull out a card telling him for past 
months or years how much a customer 
has purchased, how frequently he has 
paid his account, and how high his bal- 
ance has run. 

To many credit managers this has been 
a serious loss; to others it has not mat- 
tered. Those to whom it has not mattered 
have made use of other information flow- 
ing out of the electronic accounting proc- 
ess. Chief classes of such information 
have been: 


Aged trial balances 

Reports of delinquent accounts 

Duplicate copies of statements of cus- 
tomers’ accounts 

Interim histories of customer charges 
and payments 

Notices of credit-limit excesses 

Copies of sales registers and cash-re- 
ceipts journals. 


By using certain parts of this information, 
coupled with that derived from other 
sources indicating the customer's ability 
and desire to pay, many credit managers 
have been able to operate as effectively, 
if not more so, under a system of elec- 
tronic accounting as under previous sys- 
tems. 

How has this been done? The follow- 
ing paragraphs provide an indication. 

With electronic accounting, aged trial 
balances can be produced mechanically as 
soon as the last transaction for the month 
has been recorded. Early availability of 
this information enables the credit man- 
ager to isolate promptly the accounts in 
need of attention. 

Delinquency notices can be produced 
mechanically at any time in the month 
the credit manager so desires. Rapid pro- 
duction of these notices enables him to 
inform quickly those customers whose 
accounts are in arrears. 

For companies issuing statements to 
customers, duplicate copies give a history 
of each customer’s transactions during the 
month as well as the balance of his ac- 
count at the end of the month. This in- 
formation approximates that contained on 
a ledger card, though balances during the 
month are not usually shown. 

In cases where the credit manager 
wishes to know, say, after the fifteenth of 
the month, which customers have not 
paid for their purchases of an earlier 
month, interim histories for the partial 
month are run. Or, where a knowledge of 
the transactions of a specific customer is 
tequired, if a punched-card system is in 
use, interpreted punched cards are scruti- 
nized. If the data are stored on tapes, 
drums, or disks, the transactions for such 
a customer can be read out and printed 
for the credit manager. 





ORGANIZATION THEORY SEEN DUE FOR AMENDMENT 


It is probable that we shall continue to need individuals 

who will symbolize the total organization, as we do in 
government. But insofar as the coordinative requirements 
of the organization are concerned, it seems fairly clear that 
the executive must be a group—and a large one at that. 
The tremendous expansion in the office of the U.S. pres- 
idency in the last 40 years is particularly instructive. 
It is likely that other organizations, as they grow larger, 
will find themselves operating on a somewhat similar pat- 
tern. This means that much of organization theory, which 
concentrates on the role of the person at the top of the 
pyramid, is due for substantial amendment. 


—JOHN M. PFIFFNER and FRANK P. SHERWOOD, 
Administrative Organization, Prentice-Hall, Inc., p. 466 


In installations where credit transac- 
tions for each customer are recorded in 
sequence on a disk or drum, it is possible 
to put into the machine a credit limit for 
each customer. When a customer’s bal- 
ance reaches this limit, the machine will 
print a notification to this effect. Similarly, 
if a customer’s credit is to be restricted by 
the size of any order that he might charge, 
this limit can be placed in the machine 
and each order checked against it before 
being filled. 

For occasional reference, where the 
volume of credit transactions is small, 
duplicate copies of sales journals and 
cash-receipts journals permit the credit 
manager to review each day’s transactions 
when searching for charges and payments 
affecting any specific account. 

In the past some credit managers have 
felt so strongly the need of a ledger card 
that one was made up specifically for 
their use. This was accomplished by using 
a spirit duplicating process by which de- 
tailed transactions were posted from a 
daily listing to individual cards main- 
tained for each customer. This is a rela- 
tively laborious, and hence expensive, 
process and not many companies use it. 
A machine recently introduced will selec- 
tively print up to fifty lines of informa- 
tion on a punched card. This may serve 
to meet the needs of those credit man- 
agers who must have available a con- 
siderable history of the past transactions 
of their customers. 

The electronic computer found in most 
electronic accounting installations can 
perform a wide variety of calculations at 
a rapid rate of speed. It is conceivable 
that this machine can be put to good use 
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by a credit manager who obtains periodic 
balance sheets and earnings statements 
from a large number of customers. If the 
figures used in arriving at significant 
ratios used by the credit manager (such 
as current assets to current liabilities, 
quick assets to current liabilities, net profit 
per dollar of sales) are abstracted and 
ted into the machine, the ratios can be 
computed and compared with previous 
ratios for that customer. The machine can 
then print out information concerning 
those cases where a change in the ratio 
indicates that a significant deterioration 
in the ability to pay may have occurred. 
This will enable the credit manager to 
evaluate at more frequent intervals a 
larger number of financial statements and 
thus to watch his customers more closely 
for indications of declining ability to pay. 


SUMMARY 

The function of a credit manager is an 
important one in nearly every type of 
business. Beset with conflicting pressures, 
it requires, currently, a considerable 
amount of specific information. This in- 
formation should enable the credit man- 
ager to answer two questions—will the 
customer be able to pay his obligations 
when they fall due, and will he do so if 
he can. 

Answers to these two questions come 
from a wide range of sources. The sources 
providing answers to the ability to pay 
lie almost completely outside the area of 
past history. Only in the area of willing- 
ness to pay does past history have any 
element of real significance. And in this 

(Continued on page 384) 














375 










Company “Education” Really 


Is Training, GE Man Asserts 


CIA Midwestern Area Conference Explores Best Ways 


of Schooling, Selecting, Training and Retaining the Executive 


“The program which we are presenting 
is concerned not with money, material, 
machines or methods—but with men... 
all the major phases which affect our 
potential executives: their education, se- 
lection, training and last, but not least, 
their retention.” 


O DECLARED the foreword in the printed 

program for the 1960 Midwestern 
Area Conference of Controllers Institute 
of America, held June 9-11 in the Hotel 
Schroeder, Milwaukee, Wisconsin. Spon- 
sored by the Milwaukee Control, all tech- 
nical sessions at the gathering were keyed 
to this theme. From college years to re- 
tirement, they spanned the controllership 
career and combined to form a manual 
on how to educate, hire, train and com- 
pensate the controllers of 1970-75. 


BUSINESSMEN, EDUCATORS NOT 
FULLY CLEAR ON RELATIONSHIP 


Starting with “Industry Looks to the 
Educator,” Robert J. Canning, consultant, 
educational relations and recruiting, Gen- 
eral Electric Company, New York, ob- 
served that in-company “education” is 
really training and that there are areas of 
doubt on the part of businessmen and 
educators alike regarding the part each 
should play in the relationship between 
them. 

“I frankly doubt that most of industry 
knows precisely what it expects in the 
college graduate,” Mr. Canning confided. 
“Obviously, we want everything—for 
which there is not nearly enough time, 
facilities and money. 

“As those who have studied the Ford 
and Carnegie reports are well aware, 
there are major questions with regard to 
proliferation of courses, liberal arts ver- 
sus business subjects, the teaching of 
skills versus broad viewpoints and the 
matter of management versus educational 
disciplines. I am fearful that industry can 
be making the same mistake which many 
current critics place on the doorsteps of 


the universities—that in the proliferation 


of courses and an effort to cover so many 





bases, there is danger of losing sight of 
any real business educational objective or 
long-range education for business.” 

The problems of education for science 
and engineering, the speaker pointed out, 
are less critical than those for controller- 
ship. ‘In our own experience,” he ex- 
plained, “which is confirmed by univer- 
sity placement officers, we find as great a 
shortage of top-quality people in the areas 
of accounting and finance as there are in 
the areas of the physical sciences. We also 
have the overriding problem as to 
whether training will be directed toward 
accounting as a profession in the public 
field or toward the controllership area in 
private industry. 

“T think it is the obligation of business 
enterprise to express our needs as best we 
can to the educators. I think it is also up 
to the educators to maintain a sense of 
balance and to educate for a business life- 
time rather than for an immediate job, in 
spite of the pressures which may be ex- 
erted by industry.” 

The difficulties confronting the educa- 
tors were explained by Dean E. A. Gaum- 
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CHARLES G. GROESCHELL, general chairman of 
the Midwestern Area Conference and comptroller 
of the Northwestern Mutual Life Insurance Com- 
pany, addressed the group at the opening tech. 
nical session. Shown on the speakers’ platform 
with Mr. Groeschell are (left to right) Walter £. 
Busker, president, Western Michigan Control, and 
vice president and treasurer, Campbell Wyant & 
Cannon Foundry Company, who was chairman of 
the first technical session; Dean Erwin A. Gaum- 
nitz, professor of Commerce, University of Wiscon- 
sin, whose subject was “The Educator Looks to 
Industry”; and Robert J. Canning, consultant, 
educational relations and recruiting, General 


Electric Company, New York, whose subject was 
entitled “Industry Looks to the Educator.” 


nitz of the School of Commerce, Univer- 
sity of Wisconsin. One of these, he said, 
is the need for continuous evolution in 
the educational program itself, due to the 
growth in business size, the trend toward 
automation, and so forth. Conversations 
with company officials and recruiters have 
helped faculty members keep informed 
regarding business needs, he said, but 
sharp cleavages do appear. 


CONTRADICTORY HIRING CRITERIA 


“Visitors to our campus,” he declared, 
“express a strong interest for accountants, 
marketing specialists, statisticians, finance 
and management majors, actuaries and 
others with definite professional tenden- 
cies. But occasionally corporate executives 
have stated that a liberal education is suf- 
ficient—and in some cases preferred— 
because later experience may provide the 
specialty. 

“Part of the fault lies in failure to de- 
fine a ‘liberal education.’ To some people 
this term embodies courses in languages, 
introductory basic sciences, philosophy, 
history and similar subjects formerly 
thought to compose the offerings of a 
liberal arts college. Another concept 
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seems to include ‘breadth of exposure,’ 
combining courses selected from several 
instead of a few fields, often with heavy 
emphasis on the humanities. In still other 
cases, the term is used to distinguish a 
general education from a profession or 
technical specialty. 

“Business and universities face a diff- 
cult problem of both subject matter and 
time. A large amount of research should 
be devoted to the solution of the more 
pressing problems. Many universities are 
experiencing difficulty in securing proper 
data from businesses, and this is an area 
in which cooperation would be most ef- 
fective.” 

An extension of business internships, 
Dr. Gaumnitz added, might lead to fruit- 
ful interchange, as would more frequent 
lectures by business executives at ae 
tional institutions. 


SOCIAL CHANGES 
ALTER BUSINESS NEEDS 


The many changes which have in- 
creased industry’s dependence on_ the 
higher institutions of learning were sum- 
marized by the guest speaker at the first 
day's luncheon—Professor Raymond W. 
Mack, chairman of the department of 
sociology, College of Liberal Arts, North- 
western University. He enumerated them 
as follows: (1) fast population growth; 
(2) rapid urbanization of the world; (3) 
segregation of work, i.e., living in one 
part of town and working in another; (4) 
automation; (5) widespread expectance 
of a college education; (6) growth of the 
middle class; (7) separation of owner- 
ship from control; (8) change in the 
political structure; (9) interdependence 
in society and in the world, and (10) the 
welfare state. 

“We are rapidly reaching the point 
where a college education means what a 
high school education meant a generation 
ago,” Professor Mack declared. ‘‘A col- 
lege education is no longer polish for an 
elite minority; it’s a requirement for a 
middle-class member of the labor force. 
It's going to be more so with automation; 
the job of tending machines in an auto- 
mated factory takes judgment. What you 
will primarily need in the people you 
want to hire is ability to judge a situa- 
tion, use logic, make decisions. In other 
words, a larger proportion of the labor 
force may be, in one sense, minor man- 
agers and executives. 

“Technology contributes to social mo- 
bility, because the more industrialized a 
society becomes, the more middle-class 
jobs it creates. There is a tendency for the 
stratification pyramid to become diamond- 
shaped as the economy becomes more 
mechanized and more bureaucratic. There 
1S a contraction at the bottom of the 
pyramid as fewer and fewer people are 
engaged in unskilled work, and an expan- 


sion in the middle as more and more 
people enter semiskilled and lower white- 
collar statuses.” 

How the controller's world is growing, 
with an accompanying demand for in- 
creased knowledge on his part, was em- 
phasized by another speaker—Robert A. 
Sanderson, partner, Arthur Andersen & 
Co., Milwaukee. Since three-fourths of 
the world’s people live in underdeveloped 
countries, he advised, tremendous trade 
potentials exist which will enlarge the 
foreign activities of American business. 
Hence the controller must meet the pres- 
sure for knowledge of foreign tax law 
and overseas business conditions and 


practices. On the domestic front, the 
speaker forecast increased development 
of automation concepts and greater reli- 


ance on operations research. He also 
called for clearer rules of accounting. 


STANDARDIZED ACCOUNTING 
RULES NEEDED 


“A view has developed,” Mr. Sander- 
son said, ‘‘that there are acceptable alter- 
native accounting principles that can be 
applied to the same set of facts and, de- 
spite the financial differences that result 
all is in accordance with generally ac- 
cepted accounting principles. For ex- 
ample, one can defer research and de- 
velopment costs over a five-year period 
or charge them off currently; fand only 
pension costs actually vested or fund the 
current service plus amortization of past 
service; elect one or two of the acceptable 
methods of inventory valuation, and so 





A HIGHLIGHT of the Conference was a meeting 
of the Board of Directors, which had on _ its 
agenda the election of officers for the 1960-61 
fiscal year. Frank S. Capon (center), treasurer, Du 
Pont of Canada Limited, who was elected presi- 
dent of the Institute by the Board, is addressing 
the Board immediately after his election. (Below 
Shortly after his election, Mr. Capon held a 
special meeting with the incoming Area vice 
presidents. Shown with him (left to right) are 
Harold K. Merrill, incoming vice president for the 
Western Area and comptroller, Timber Structures, 
Inc., Portland, Oregon; Burdette A. Johnson, in- 
coming vice president, Northeastern Area and 
treasurer, New England Gas and Electric Associa- 
tion, Cambridge, Massachusetts; Stuart W. Mc- 


Laughlin, incoming vice president for the Eastern 
Area and comptroller, West Virginia Pulp and 
Paper Company, New York; and Herbert F. 
Walton, incoming vice president for the Mid- 
western Area and vice president, Allstate Insur- 
ance Company, Skokie, Illinois. Also elected as 
vice presidents at that meeting of the Board were 
Steve H. Bomar who will be the incoming vice 
president for the Southern Area, who is senior 
vice president and treasurer, Trust Company of 
Georgia; and Edward M. Karrmann as vice presi- 
dent for the North Central Area, who is treasurer 
and controller, American United Life Insurance 
Company, Indianapolis. Mr. Karrmann and Mr. 
Bomar were unable to be present at this par- 
ticular meeting which was called by Mr. Capon. 
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THE MIDWESTERN AREA Operations Committee 
met in conjunction with the Conference. Among 


forth. These are examples of sleight-of- 
hand accounting where selection of al- 
ternative methods can magnify or hide 
profits, depending on motives, and every- 
thing is in accordance with generally ac- 
cepted accounting principles. 

“Controllers have a primary responsi- 
bility for assuming leadership in estab- 
lishing accounting principles understood 
and agreed upon by the majority. Time is 
running out on us. If the public, labor 
unions, investors generally and perhaps 
Congress really understood the great dis- 
parities in practice in accounting, we 
would be bound to have rules, regulations 
and legislation to enforce uniformity 
upon us. 


A CONTROL ADMINISTRATIVE ROUND TABLE 
meeting held in conjunction with the Conference 
drew attendance from Control presidents, mem- 
bers of the Board of Directors, and other guests. 
Shown standing (below) are (left to right) Ken- 





those shown are Control president, Board mem- 
bers, trustees of Controllers !nstitute Research 


PROPER HIRING 
CAN REDUCE COSTS 


Costs can be reduced through proper 
hiring and job assignments, Dr. Paul J. 
Mundie told the registrants. A member 
of the firm of Humber, Mundie & Mc- 
Clary, in the convention city, he stressed 
the value of establishing a policy or goal 
of hiring people who are in the top third 
or the top half on the ability scale. ‘‘Very 
often,” he said, “the start of poor work 
and poor employes takes place when a de- 
partment has to hire under a feeling of 
necessity, so they are unable to seek high- 
grade people for the job. If a company 
genuinely means to hire only the best, it 


neth W. Hill, president of the lowa Control and 
controller, Meredith Publishing Company, Des 
Moines, lowa; George J. Wachholz, president of 
the Twin Cities Control and controller, Minnesota 
Mining & Manufacturing Company, St. Paul, 





Foundation and invited guests in the picture 
above who were called to attend the meeting. 


will lean over backwards to let a depart- 
ment acquire an unusual person, even 
though they cannot see the absolute need 
for that person for perhaps another sev- 
eral months. The principle of seeking the 
best will also cause the company to fore- 
cast its needs somewhat better. 

“The person who does the hiring 
should predict in writing the behavior of 
the individual and how he will work out 
in the company. This should be followed 
by reports from the supervisor in charge 
of the individual, preferably one at the 
end of 30 days, another after 60, and a 
third after 90 days. These should report 
how effective the person has been and 
also rate him to see if he is really in the 


Minnesota; Paul Haase, managing director of the 
Controllers Institute; and Donald A. Robertson, 
vice president of the Midwestern Area, and con- 
troller and assistant secretary of the Panhandle 
Eastern Pipe Line Company, Kansas City, Missouri. 
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top half or top third. 

“A plan of this kind for the purpose 
of reducing costs is not in any way a de- 
vice for speed-up or for getting an un- 
reasonable amount of effort out of work- 
ers. The fact is that most people are not 
getting much fun out of work, because 
they are not working in areas where they 
are using their best abilities, or in work 
where the pace is not suitable for them.” 


PREPARATION FOR 
CONTROLLERSHIP IN 1970-75 

Commenting on “The Changing Struc- 
ture of Business,” Arthur Toan of Price 
Waterhouse Company, New York, drew 
a picture of more highly centralized data 
processing embracing an increasingly 
large number of departments, with both 
EDP and operations research used more 
extensively in reaching decisions. Those 
who design and operate the system, he 
pointed out, must be well acquainted 
with the practical needs of management 
and of the various operating and financial 
departments which are the customers of 
the system. 

“Training for the kind of job the con- 
troller of 1970-75 may have to do should 
be in terms of its requirements,” Mr. 
Toan declared. ‘‘A college education for 
this kind of controllership should be es- 
sentially an education for business rather 
than an education for accounting. I am 
arguing for a broad and basic education 
in the fundamentals rather than for a 
highly skilled specialization in account- 
ing. | would prefer to see the use of EDP, 
OR and systems discussed in relation to 
marketing, manufacturing, finance, and 
so forth. 

“Upon arrival at the company, the 
trainees would be exposed to a wide 
variety of departments and situations. I 
would start with my own controller's de- 
partment, to provide understanding of 
the financial function and to evaluate my 
own choices before I turned them loose 
on others. The other departments selected 
would include the probable major cus- 
tomers for the data-processing center. 

“After five to ten years, I would bring 
the trainees back to the controller's de- 
partment—to enhance knowledge of the 
purpose and operation of the department ; 
to develop administrative skills by ac- 
tually running sections and units of the 
department; to furnish some knowledge 
of taxes; to serve as the controller’s repre- 
sentative on cost analyses, procedural 
problems and other regular and special 
work; to participate in the development 
and analysis of information for planning 
and control, and to provide an under- 
standing of the concepts, principles and 
challenges involved in using EDP and 
OR. 

“I would be inclined to select for the 
ptime candidates for my successor those 
assignments which: (1) widened their 
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knowledge of planning and control; (2) 
increased their understanding of the prob- 
lems and practices of other departments ; 
(3) enhanced their understanding of 
EDP and OR; (4) widened their circle 
of acquaintanceship among key execu- 
tives of other departments and with top 
management, and (5) further acquainted 
them with the psychology of groups and 
the psychological dynamics of change.” 


“RESERVED COMPENSATION” 
STRESSED 

Effective job evaluation and equitable 
salary rate ranges were described as basic 
in retaining employes and executives. 
Answering in a qualified negative the 
question, Is money the entire answer? 
Roy Dingeman, vice president, industrial 
relations, A. O. Smith Corporation, 


Milwaukee, underscored the importance | 


of “reserved compensation’’—meaning 
things like retirement plans, group insur- 
ance, profit sharing, stock options and the 
like. To be effective, he indicated, such 


plans must be integrated, well publicized, 


understood and appreciated. 
‘Management development is also of 
major importance in retaining capable 
people,” he said, ‘‘simply because we all 
want to believe we are recognized as an 
effective part of the management team. 
There is no better way to accomplish this 
than through periodic discussion of a 


personal evaluation—an organized means | 


of guiding the individual in further im- 
provement of his strong points and of 


suggesting how he can correct his less ef- | 


fective areas. This is a form of objective 
personal attention that creates a sense of 
status and belonging. Many a good man 
has quit solely because no one ever told 
him how he was doing or personally rec- 
ognized his efforts.”’ 

The Conference closed with a luncheon 
at which Mrs. Mary Parr, consultant, 
author and lecturer, spoke on “The Per- 
sonal Equation’’ as a factor in executive 
retention. A. Robert Seass, president of 
the Milwaukee Control, who is treasurer- 
comptroller, Hamilton Manufacturing 
Company, Two Rivers, Wis., presided. 

Others who presided at the various ses- 
sions included: Donald A. Robertson, 
vice president, Midwestern Area, who is 
controller and assistant secretary, Pan- 
handle Eastern Pipe Line Company, Kan- 
sas City; the Conference general chair- 
man, Charles E. Groeschell, comptroller, 


the Northwestern Mutual Life Insurance |. 


Company; W. E. Busker, president of the 
Western Michigan Control, who is vice 
president and treasurer, Campbell, Wy- 
ant & Cannon Foundry Company, Mus- 
kegon; Raymond H. Giesecke, president 
of the Chicago Control, who is executive 
vice president and treasurer, McGraw- 
Edison Company and Morgan I. Pitcher, 
president of the St. Louis Control, who is 
vice president and controller, Edison 
Bros. Stores, Inc. 
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for Long-Range 


Kenneth H. Ripnen 


ECAUSE of the high costs of renting or 
B building office space today, the cost of 
maintenance, and the cost of built-in flex- 
ibility for normal expansion and contrac- 
tion, corporate management is critically 
concerned with the interior layout of the 
office from the standpoint of economy, ef- 
ficiency and comfort. 

This calls for a clearer understanding 
of the meaning of space allotment stand- 
ards for each person whether in an open 
office or in a private office. The use of 
“liberal” or “economical’’ space allot- 
ment standards must be agreed upon from 
the beginning of planning so that the 
corporation’s space administrator can ef- 
fect a program of space control. For in- 
stance: If corporation space allotment 
standards are set at 65 square feet per 
general office worker, then for best effi- 
ciency they must be maintained at those 
standards even as constant changes in size 
and location of departments occur. In- 
deed, if even two feet of waste space 
creep into the allotment standard set for 
each person because of wrong-sized or 
badly spread furniture, it can mean, in 
general offices housing 500 persons, a 
space waste of 600 square feet. Space to- 
day rents for about $7.00 per square foot 
so this would mean that waste space cost 
would be $4,200. Multiply this by other 
waste conditions throughout the entire 
office organization and the cost would be 
substantial. 

In planning an office layout for a cor- 
poration, the office architect must, in all 
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Administration of Office Space 


KENNETH H. RIPNEN, R.A., A.I.A., has headed his own 
firm of architects for the past 30 years and is well known 
for his work in the specialized area of office building and 
office layout-planning. His company was associated with 
the planning and designing of the Celanese Home Office 
in Charlotte, N. C., which received the “Office of the Year” 
award in 1954. His organization has received many other 
such awards. During World War Il, the author organized 
and administered the space control operation involving 
60 buildings in Washington, D. C., including the Pentagon. 


Economy 


phases of planning, be mindful that the 
finished project will be left in the hands 
of the corporation’s space administrator, 
office manager or other individual who 
will be charged with the responsibility for 
administrating the office space. Because it 
is this administrator’s job to allow ade- 
quate space, provide efficient work sta- 
tions, and give proper consideration to 
special areas, the office layout must be pre- 
pared so as to have flexibility under all 
these conditions. 

Constant changes in the corporate office 
organization and its function virtually de- 
mand that a flexible layout, based on ac- 
cepted standards, be a tailor-made design. 
When the day after tomorrow comes, the 
office administrator will need the neces- 
sary room for the expansion of the entire 
office organization. And tomorrow, per- 
haps, he will want to contract or expand 
three departments in the general office 
area and still adhere to the per-person and 
per-department space allotments that were 
in the original program of layout require- 
ments. 

Either of two types of layout—the com- 
partmented conventional or the audito- 
rium—can provide good flexibility while 
expansion and contraction can be cared 
for by preplanning. These two elements 
in the office layout can best be handled by 
the office space administrator only when 
space allotment standards have been in- 
troduced and space properly conditioned 
for occupancy by the office organization. 
Changes in the office then become simpli- 
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Providing for flexibility 
while retaining consistency, 
to minimize costly remodeling 


fied, easily accomplished and inexpensive 
because the flexible layout allows for mov- 
able partition location changes, enough 
telephone and electrical outlets to satisfy 
relocation of telephones, automated ma- 
chinery, etc., and the proper high level of 
light and conditioned air. Changes may 
be facilitated if a standard square-feet-per- 
person allotment has been established and 
provision has been made in the layout to 
care for expansion, contraction or reloca- 
tion. 

_ Since the cost of rented space today is 
from $5.00 to $10.00 per square foot, and 
building construction costs are $20.00 to 
$40.00 per square foot, let us discuss one 
of the most important elements of space 
—the amount of space needed for the 
private office. Every corporation has vary- 
ing ideas as to what constitutes the best- 
sized areas for executives of different 
gradation and for the general office work- 
ers’ use. It is the architect's responsibility 
to coordinate these ideas with established 
space standards before his recommenda- 
tions are presented for approval. 

In a new office-building project, the 
column spans and window modules can 
be planned in keeping with any final 
agreed-upon space allotment standards. 
On the other hand, if the office is to be 
located in an existing building, these 
space standards must be compromised to 
work in with existing structural and me- 
chanical limitations. This problem is 
mainly in connection with private offices 
as affected by column spans and window 
modules. 


ACCEPTED SPACE STANDARDS 
Assuming 20’-0” x 20’-0” as the aver- 
age structural bay, one can plan private 
offices in accordance with these generally 
accepted space allotment standards: 


A-type executive office: 
20’ x 20’—400 square feet (net) 
(Including corridor 500) 


B-type executive office: 

10’ x 20’—200 square feet (net) 
(Including shes 250) 

C-type executive office: 

20’ x 15’—300 square feet (net) 
(Including corridor 400) 
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D-type executive office: 
10’ x 15’—-150 square feet (net) 
(Including corridor 200) 


For the open general office, with work- 
ers occupying 60” x 34” desks, general re- 
quirements for space assignments (which 
can be reduced for departments using 55” 
and 42” desks) are: 


Supervisor: 100 square feet 
Interviewer: 80 square feet 
Clerk: 65 square feet 


The general office layout, using 65 
square feet per employe, shows that one 
can comfortably plan a general office ar- 
rangement with aisles varying in size 
from six feet to eight feet, but would 
contemplate the standard 60” x 34” desk 
abutting one another as in Exhibit I. 
Should one wish to allow 30” between the 
desks of general office workers, an allot- 
ment of 80 square feet per employe 
should be used. Layout possibilities for 
desks and accessories are demonstrated in 
Exhibit II. 

The 400-square-feet-per-employe allow- 
ance is used for the private office worker 
in the average 20’ x 20’ private office, 
sometimes divided in two, allowing 200 
square feet for one or two persons. See 
Exhibit II. 

In planning for area requirements, the 
space allowances (Exhibits I, II, Ill) are 
based on “‘net” usable space per employe; 
to this must be added departmental or 
building corridors to reach the area as- 
signed. In addition, one must add space 
for other office activities such as: 

Filing: File space limited to concentra- 
tions of files requiring units of space that 
can be identified by room number and 
area number. No deductions shall be 
made from office space standards for mis- 
cellaneous files, cabinets or safes which 
are distributed about the office. File clerks, 
if grouped in a unit of space greater than 
that which can be identified by an indi- 
vidual room number area, are to be indi- 
cated under file personnel. 

Storing: Storage space refers to provi- 
sion for stationery, literature, equipment 
and the like. 

Use of special equipment: Refers to 
statistical equipment, automated machines, 
telephone, teletype, communication equip- 
ment, duplicating machines and the like. 

Miscellaneous: Refers to libraries, con- 
ference rooms, reception rooms, and sim- 
ilar spaces. Each of these areas requires a 
special analysis of the equipment and the 
added work space necessary, especially 
when machine areas are being planned. 

When compiling a sheet of figures to 
build up the total space requirements of a 
department or office organization, the 
goss” area of the structure would be ar- 
tived at by adding to the aforementioned 
figures an area for building corridors and 
building service. Building service space 
would provide for toilets, stairways, ele- 
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vators, service closets, mechanical and 
ventilating shafts. Naturally, when space 
is rented, this building service and exte- 
rior wall space figure would be eliminated 
inasmuch as floor space is rented on a 
gross or net basis. 

Gross areas include corridors from the 
office space to toilets, stairways and ele- 
vators. When one deducts these corridors 
from allowances for equipment, private 




















PRIVATE’ OFFIC 
20's 20": 400 

















office and special areas, the remainder is y on 
termed “‘net’’ usable office space. aa 7 =< 2X 
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Reviewed by DONALD S. CARMICHAEL** 
Vice president-general counsel 

The Stouffer Corporation 

Cleveland, Ohio 


Not long ago Fortune observed that 
“the hottest extracurricular activity of 
many corporate managements today is not 
golf but a more complex game—politics.” 
At least a two-foot shelf of books on busi- 
ness in politics has appeared during the 
last 12 months. One of the best of these 
is Politics Is Your Business, written by 
two young men who are well acquainted 
by experience with the business point of 
view, the political point of view and the 
teaching point of view. 

Significantly, the book opens and closes 
with quotations from George Humphrey, 
former Secretary of the Treasury who, 
prior to his service with the Eisenhower 
Administration had principally identified 
himself with the money-raising phases of 
politics. At the outset, Mr. Humphrey 
admonishes businessmen “you must get 
active in politics if you want to stay active 
in business’’ because “the largest items in 
your cost sheet are fixed for you by po- 
litical decree. Politically determined costs 
can price you out of the better markets.” 

At the end of the book Mr. Humphrey 
is again quoted saying ‘Political activity 
must not be shunned and left to others. 
It must engage the high purpose of every 
patriotic citizen. It is the mechanism 
through which the great privileges of 
our precious freedoms are made to func- 
tion. It is worthy of your best efforts and 
a lot of your time. If you will put the 


* Published by the Dial Press, 461 Park 
Avenue South, New York 16, N. Y. $3.50. 


** Mr. Carmichael, a member of the Cuya- 
hoga County (Ohio) Democratic Executive 
Committee, was an Ohio delegate to the 1960 
National Convention and is active in numerous 
political and civic affairs in the Cleveland area. 
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POLITICS IS YOUR BUSINESS* 
By William H. Baumer and Donald G. Herzberg 


same effort into getting as good repre- 
sentation in politics, not only in your 
own area but for the nation as a whole, 
as you have in your own business, the 
problems will be few.” 

In between these quotations from the 
former Treasury Secretary, is a lively and 
well-presented story of the new challenge 
to businessmen; what business firms can 
do to be effective in politics; what busi- 
ness firms think about political activity ; 
what politics is all about; certain buga- 
boos and fallacies; the best method for 
educating businessmen in politics; some 
case histories on businessmen in politics ; 
how to handle the problem of business- 
men when they become candidates as they 
will and should; and finally, the admoni- 
tion that there can be no substitute for 
action. 

For one who has read the business- 
political book-shelf, I believe that busi- 
nessmen generally will enjoy and gain 
much from a reading of this particular 
volume. 

In reading it, one is reminded that we 
are talking not about business in politics 
but businessmen in politics. There are of 
course a lot of pros and cons on this sub- 
ject. In most instances, businessmen lack 
skill in politics due to a lack of experi- 
ence, yet there is no need for businessmen 
to feel diffiident in seeking an active po- 
litical role—there is no monopoly on con- 
cern for the general good and certainly 
the general good is not served when busi- 
nessmen fail to assume their full share of 
political responsibility. 

One traditional reluctance of business- 
men to get into politics is due in some 
part to the strong public reaction to cor- 
porate political action in the past. Manip- 
ulations at the turn of the century created 
distrust in the mixing of business in pol- 
itics. This distrust can be revived and 
magnified by political leaders unless the 
businessman heeds the warnings. 
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Perhaps the greatest political danger jg 

the matter of partisanship. A great jp. 
crease in the political activities of organ. 
ized labor has provided a major impetus 
to the businessman’s interest in politics 
To many businessmen this is antibusiness, 
This in turn points the businessman t 
the Republican Party. Then he becomes 
fearful of adverse industrial and public 
reaction if his company is too clearly 
identified with either major political 
party. Hence, he becomes a mugwump 
and follows the path of nonpartisanship, 
Politics by nature is partisan and can be 
pursued effectively only through political 
organizations. 

Disillusioned with both parties, some 
businessmen wish to support individual 
candidates rather than either party. While 
this independent approach is more forth. 
right than nonpartisanship, it lacks the 
central role of party organization in po- 
litical life. Political organization provides 
continuity and is the only effective vehicle 
for politics. Operations outside the po- 
litical structure are likely to be nonpro- 
ductive and destructive. 

While we have a tradition of political 
independence in this country, the inde- 
pendent plays a passive rather than an 
active role in American politics. He is a 
political consumer rather than a producer. 
He merely responds to the actions of po- 
litical organizations and has little to do 
with determining their policies. If busi- 
nessmen are to exert a positive influence 
on political affairs, the role of the inde- 
pendent is not for them. 

This, of course, raises a final point of 
how the businessman can engage in par- 
tisan political activity without arousing 
public distrust. The answer lies in keep- 
ing political concerns separate and dis- 
tinct from matters of business. With the 
help of policy and rules of conduct this 
is not difficult. 

Religious activities provide a useful 
precedent. No one questions the right of 
a businessman to be active in the church 
of his choice, so long as he does not mix 
his business and sectarian interests. So it 
is with politics. The public objects, and 
rightly, to the involvement of a corpora- 
tion in partisan activity, to the injection 
of political considerations in the manage- 
ment of the business, or to giving busi- 
ness preferment on the basis of political 
affiliation. So as the head of a business 
does not try to influence the religious ac- 
tivities of those in a business organization, 
he must not try to influence the political 
activities. On the other hand, there is 
every reason for him to encourage his 
associates to take an active part in politics 
so long as he does not try to influence 
their choice of party. 

Those who would heed the siren call 
will approach this fascinating game better 
equipped if they have read this excellent 
book. 
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ACCOUNTING AND TAX ASPECTS 
or PATENTS AND RESEARCH* 


By J. A. McFadden, Jr. and 
C. D. Tuska 


Although preferential tax treatment has 
been promised for inventors and for 
sponsors of research projects, the tax laws 


relating to patents and research remain | 
confusing and often conflicting. Authors | 


McFadden, who is director of adminis- 
trative services for RCA Laboratories, 
and Tuska, who is a staff consultant on 
atents for the same organization, have 
answered the need for new light on ac- 
counting and tax questions in this in- 
tensely active field. 


Though the book is only 303 pages | 


long, its coverage is thorough. In Part I 
on Accounting, the chapters flow logically 
from the opening discussion of research 
and development costs to patent prosecu- 
tion expenses, patent infringement and 
litigation expenses, patent account struc- 
ture, patent amortization methods and 
patent income. 

Part II is entitled Taxes on Patent In- 
come and Sales. It deals with the tax con- 
siderations of inventions, patent applica, 
tions, patent rights, and ownership rights. 
The final chapters discuss capital gains, 
suits involving patent infringements, and 
other “intellectual” property rights in- 
cluding trade marks and copyrights. 

The authors explore current account- 
ing philosophies and tax practices as es- 
tablished in courts. They cite and quote 
a number of significant court decisions 
bearing upon the tax status of the in- 
ventor and the researcher. A clear, terse 
style helps the reader through what might 
easily have been a jungle of complicated 
explanations. 

Those concerned with accounting and 
tax matters having to do with patents, re- 


search and litigation over rights, whether | 
accountants, auditors, attorneys, students | 


or researchers and inventors themselves, 
should find this book to be of sharp and 


solid assistance in their work. 


* Published by D. Van Nostrand Company, 
In¢., Princeton, N. J. $7.50. 


OVERTIME COMPENSATION 
FOR EXEMPT EMPLOYES* 


By E. M. Gottlieb 


This report is based on a survey con- 
ducted to determine in what circum- 
stances, and to what extent, industry 
voluntarily grants overtime compensation 
‘0 exempt employes. The survey is di- 
vided into sections on laws, plans, and 
Practices; and exhibits of systems and 
procedures, 


——. 


* Published by the American Management 


Association, 1515 Broadway, New York 36, 
N.Y. $2.25. 
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NATURALLY, such spectacular 
results depend upon how much 
room there is for improvement. 


BEFORE starting next year's 
budget, why not find out how 
much room you have? 


COMPARE your budgeting 
practices with those of acknowl- 
edged leaders in the field. 




















| Before’ 


| BUSINESS BUDGETING gives you this 
opportunity. It is a research study that 
surveys the actual management prac- 
tices of 424 companies. 


BUT NOT just any 424 companies 
picked at random. Each was chosen as a 
firm with a better-than-average reputa- 
tion for budget management, and se- 
lected to give representation to major 
fields of business. 


| DEPTH INTERVIEWS were conducted 
| on the job in 35 companies in the United 
| States and Canada, and covering every- 
| one from president to foreman. 


| QUESTIONNAIRES mailed to 389 com- 
| panies provided validation of informa- 
| tion culled from interviews and the in- 


| terpretations based upon this material. 
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Business 
Budgeting 














After® 


RESULTS compiled from the informa- 
tion supplied by these 424 participating 
companies in interviews and question- 
naires give you the complete picture on: 
Practices and procedures used to imple- 
ment management planning and control. 
Techniques employed in the prepara- 
tion, use and application of budgets. 
Emphasis on line and staff personnel par- 
ticipation in preparing and using budg- 
ets. 

Use of reports by the several levels of 
management in planning and control. 
How budget procedures enter into the 
basic management functions of plan- 
ning, coordinating and control. 
Difficulties encountered by both top 
management and lower-level supervisors 
in budget construction and administra- 
tion. 

Lower-level management's concept of 
its role in management planning and 
controlling with special emphasis on 
budgeting. 

Appraisal and summary of the budget- 


-ing practices detailed in 105 tables and 


charts and four appendices. 


BUSINESS BUDGETING is a unique 
book on profit planning that covers a 
broad range and still telescopes the 
complete process so that every facet of 
successful budgeting is pinpointed for 
you. 


Orders from outside continental U.S. and Canada must be accompanied by remittance. 


| @ CONTROLLERS INSTITUTE RESEARCH FOUNDATION, 2 PARK AVE., N.Y. 16, N.Y.@ 
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PRACTIMATION 





A new word, which means more than automation, 


for it is the custom-fitted application of today’s finest 


automation equipment to your particular needs... 


This announcement is a culmination of Friden’s years in integrated data 
processing. Friden’s assumption of responsibility for the most important 
phase of automation—its practical application. 

The first step to PractiMation is a critical analysis of your office. Second, 
an outline of objectives for increasing its efficiency (without personnel 
changes). Then, consult your Friden man. He is an expert, and has solved 
a good many problems like yours. His help can be invaluable. 

Next, you need equipment that can be used by your present employees 
without special training; equipment which is sanely priced, easy to install. 
And, above all, equipment which is expansible with your business. 


Here are some good examples: 

A. Friden SBT Calculator—the famous 
“Thinking Machine of American Business.” 
Touch-one-key simplicity. Performs more 
steps in figure-work without operator deci- 
sions than any other calculating machine 
ever developed. 

B. Friden COMPUTYPER® (Model CTS)— 
produces a complete invoice in one operation 
with virtually no operator intervention. 
Reads alpha-numeric data from tape, edge- 
punched cards, or tab cards; accepts variable 
data through typewriter keyboard. Machine 
also punches selected data in tape or cards 





for statistical reports. The Computyper and 
any good typist make up an entire billing 
department. 

C. Friden ADD-PUNCH® (Model APT) —A 
Data Processing machine, the APT produces 
a printed tape, and a punched tape for sub- 
sequent processing. 


These are just three. Friden’s full line of adding 
machines, calculators, accounting machines, 
mail room equipment, and ‘‘Tape Talk’? IDP 
equipment can fully automate your office. Call 
your Friden man today, or write directly to 
Friden, Inc. 


© 1960 Friven, inc. 


rriden 


FRIDEN, INC., SAN LEANORO, CALIFORNIA® SALES, ANSTRUCTION AND SERVICE THROUGHOUT U.S. AND WORLD. 





Credit Management in the 
Electronic Accounting Era 


(Continued from page 375) 


area the customer's ledger card is only 
one of the sources of information used 
in arriving at an answer to this question, 

The introduction of electronic account. 
ing has had a significant effect upon the 
mode of operations of the credit Manager, 
In most cases it has eliminated the cys. 
tomer’s ledger card. In place of the ledger 
card, however, electronic accounting has 
permitted a more rapid preparation of 


customer invoices, statements, and notices 








of delinquency. In addition, it has given 
to the credit manager information that he 
had not been getting before or it has 
given him this information sooner than 
he had been getting it before. Aged trial 
balances, reports of delinquent accounts, 
and more frequent and extensive analysis 
of customers’ financial statements are ex- 
amples of this. 

Not touched by electronic accounting, 
however, have been the chief tools used 
by the credit manager in his work of de 
termining the ability and the willingness 
of the customer to pay his bills. Most 
of the work done by the credit manager 
in this connection—determination of the 
present and future resources and moral 
character of the customer—can be done 
as it was before the advent of electronic 
accounting. 

The ability to appraise, on the basis of 
past experience, the customer's willing- 
ness to pay has perhaps been made some- 
what more difficult through the elimina- 
tion of the accounts receivable ledger 
card. However, in that this is only one of 
the less important tools used by a good 
credit manager and, in that the willing- 
ness of a customer to pay can usually 
be determined from other information 
sources, the loss of the ledger card does 
not appear to be too significant. 

Viewed on balance, it appears, then, 
that the information the credit manager 
can get from a well-planned and operated 
electronic accounting system can be much 
more useful to him than the information 
he has been getting from the system that 
preceded it. He should, therefore, look 
forward to the introduction of electronic 
accounting as a better means of providing 
him with the information he needs to 
perform the important and exacting func 
tion that is his—determining the ability 
and the willingness of the customer to 
pay bills when they fall due. 
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L| # LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 











Syracuse, N.Y. 
LEFT ABOVE 

At the annual education night of the 
Syracuse Control of Controllers Institute 
of America held at the University Club, 
awards for outstanding scholastic achieve- 
ments in the field of accounting were 
presented. 

Hans C. Todt, comptroller of Bristol 
Laboratories and chairman of the CIA 
Committee on Education awarded the 
plaque to Syracuse University student, 
John C. Thomas. and a permanent wall 
plaque was presented to William T. 
Jerome III, dean of the College of Busi- 
ness Administration of Syracuse Univer- 
sity. 

J. Herbert Baker, assistant treasurer 
of Carrier Corporation presented another 
plaque to Victor J. Vasta of LeMoyne 
College. The wall plaque was presented 
to Reverend Robert A. Mitchell, S.J., 
dean of Studies of LeMoyne College. 

Shown (left to right) are Reverend 
Mitchell, Dean Jerome, Mr. Baker and 
Mr. Todt. 


Harriman, N. Y. 
LEFT BELOW 

Talking things over during the 16th 
Session of Columbia University’s Execu- 
tive Program in Business Administration, 
which was held from June 12-July 23 at 
Arden House, are (left to right): George 
J. Prendergast, Jr., assistant manager, 
Disbursements Division, E. I. du Pont de 
Nemours & Company; Arsenio P. Maralit, 
partner, SyCip, Gorres, Velayo & Co.; 
Edward G. Beyer, controller, Abbott Lab- 
oratories; Ed W. Booth, assistant con- 
troller, Esso Standard; and Robert R. 
Fortune, comptroller, Pennsylvania Power 
& Light Company. 

Now in its ninth year, the Executive 
Program, part of the Graduate School of 
Business, is a six-week course of study for 
senior executives representing diverse in- 
dustries. Hoke S. Simpson, director, de- 
scribes the program as “‘a concentrated 
short-term program covering problems in 
internal administration, economic forces 
affecting business leadership, and effec- 
tive executive action.” The Executive Pro- 
gram is conducted twice each year at 
Arden House on the Harriman Campus 
of Columbia University, 50 miles north 
of New York. 
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° / Res the companies surveyed. Twenty-one 
Directors Fees Rise; Z cent of the 274 aac replying 
Compulsory Retirement Gains Supporters tis ‘paint sop ek. Sey 

the compulsory retirement of their dire. t 
tors but a definite trend toward compyl. ‘ 

prey sory retirement is discernible with 19 f 

Directors’ fees have shown a slight in- payment of regular meeting fees. About firms noting that they have adopted such t 
crease during the past two years in keep- 45 per cent of the respondents paying a policy since 1958. P 
ing with general national trends of prices fees have set $100 as the rate, 17 per cent Employe directors are retired from the > 
and wages, the National Industrial Con- pay $50 per meeting, and 11 per cent board upon reaching age 70 in about half I 
ference Board reports in releasing the pay $200. of the 48 companies reporting on this I 
results of a survey conducted among 285 Of the 83 companies that report paying practice. Another 30 per cent report that i 
United States and Canadian manufactur- no fees to outside directors for attending their employe directors are retired from 
ing companies. regular board meetings, 60 pay annual the board at age 65. € 

Meeting fees continue to be the most retainers instead, and 23 do not com- Outside directors’ retirement ages tend k 
popular form of remuneration of outside _ pensate their outside directors at all. to be higher than those of employe direc. ‘ 
directors, with 180 of the 263 respond- Formal retirement of directors con- tors among. respondent firms. Over half f 
ents having outside directors reporting tinues to be the minority practice among of the 47 companies reporting on this 

point retire their outside directors at age t 
apr are zo | 70, and another 28 per cent retire them at f 
age 72. C 
Today, there’s no reason for any com- > gt the a towards the en- t 
pany to pass up the speed, savings and | forced retirement of directors, a number V 
How to EXPAND accurate business controls made possible of companies remain opposed to this I 
5 by clerical automation. ractice. These companies believe that f 
Clerical Controls STATISTICAL’s low-cost data- case should be speeches individ- I 
. processing service makes the advantages ually after weighing all the various factors h 
Without EXPENDING of pice techniques available to maka oe Semen fitness, mental a 
any company—large or small. alertness, continuing interest in business 
for If you do not have tabulating equip- | affairs generally, and the individual's past 
spegs ment, STATISTICAL provides the and current contribution to the corpora- 
Extra Facilities methods, manpower and machines to | tion’s activities. ' : 
process the reports you need on a pay- 
as-used basis. This gives you all the | y 
benefits of electronic data-processing | Tax Guide Eases Materiality s 
without the expense of installing more Rule in R ds Ret ° t 
equipment and hiring extra help. | ule in Records Retention it 
For companies with tab departments, | Although advice contained in the “Tax ( 
STATISTICAL can help save time and Guide for Small Business’ (Publication si 
money on overloads and special assign- No. 334 of the Internal Revenue Service) h 
ments, and supply computer service | does not have the standing of regulations, is 
to tie in with conventional equipment the 1960 issue of the Guide contains cer- § 
for still greater economies. This computer tain new information which will be useful 2 
service is also available for initial pending the outcome of a present study 
programming, for overloads or for | of records retention requirements of the c 
continuing work that does not warrant | IRS. h 
your own installation. | Present regulations require retention of t 
| records ‘‘so long as the contents thereof f 
Ask for brochures covering | rt pred ot in the admininie f 
these specific services: | tion of any internal revenue law.” Until c 
‘Riad | the above-mentioned study is completed, V 
pews : ] ‘ ferred to the following € 
iawhadiais | taxpayers are referred | f 
bape seni | points in the current Guide: 
a: * Accounts Receivable and Payable | 1. Records in support of items appeat- , 
— * General Accounting | ing in returns should be retained until the k 
* Production Planning expiration of the statute of limitations for 5 
* Payroll | the tax year. n 
7 mnagenee a nat 2. Ordinarily the statute of limitations y 
© Aganeaton Hemietice | for the tax year expires three years after 
* Market Research Tabulations | ht P ) 
| the return is due or filed. 
= | 3. Records of transactions affecting * 
" on : ' basis of an asset should be retained unt 
‘STATISTI C AT. Eeree nee gine for Sn pale after the expiration of the statute of limi- 
| TABULATING CORPORATION General pede . tations for the tax year in which the asset 
4 Established 1933 53 West Jackson Blvd. 1S disposed of. 
TABULATING + COMPUTING - CALCULATING a | 4, The taxpayer may retain only micfo- 
YPING - TEMPORARY OFFICE PERSONNEL ° | film reproductions in the case of support- 
, | ing records of details such as payroll 
CHICAGO + NEW YORK + ST. LOUIS «+ NEWARK + CLEVELAND + LOS ANGELES + VAN NUYS records, cancelled checks, invoices. vouch- 
KANSAS CITY + SAN FRANCISCO + PALO ALTO + MILWAUKEE + PHILADELPHIA | ers, and so on. 
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Who Pays 70 Per Cent of Income Tax? 


More than four out of five families in 
the United States with incomes between 
$2,000 and $15,000 a year paid about 70 

er cent of the total tax bill and were 
taxed at nearly the same effective rate— 
about 25 per cent of their incomes—ac- 
cording to a Tax Foundation study, “‘Al- 
locating the Tax Burden by Income Class.” 
Hidden and indirect taxes were counted 
in this estimate of the “tax bite’’. 

The study noted that the income, prop- 
erty, sales, excise and other taxes imposed 
by the three levels of government varied 
widely in their impact on families in dif- 
ferent income levels. 

For example, while the federal income 
tax is designed to, and does, take higher 
percentages at progressively higher in- 
come levels, important state and local 
taxes were found to work in the opposite 
way. Property tax, for instance, becomes 
less of a burden as income rises, dropping 
from an average 5.9 per cent tax on the 
lowest incomes to 2.1 per cent on income 
of more than $15,000. Similarly, excise 
and sales taxes took about 5 per cent of 


income at the lowest levels and also 
dropped to 2.1 per cent of the incomes 
above $15,000. 

The study noted that the net result of 
these varying impacts of different taxes 


was a total tax burden that was “approxi- | 


mately proportional to income in the in- 
come classes that include the great ma- 
jority of the population.” 

This means only that for most Amer- 
icans the total tax burden was distributed 
“in some reasonable relation to income,” 
and not necessarily that the system was 
fair, the study cautioned. 

Excluding social security taxes at the 
federal level and unemployment taxes at 
the state level, the total tax burden ex- 
pressed as a percentage of income was 
almost exactly proportional to income up 
to the $15,000 a year level. The effective 
tax rate on all income levels up to that 
point was close to 20 per cent. 

Generally, social security taxes and em- 
ployment taxes had a higher impact on 
low-income families and were therefore 
“regressive. 


Cut Income Tax with Stock Instead of Cash Payments 


An employe working for a company in 
which he owns stock can obtain sub- 
stantial federal income tax benefits by 
taking additional stock for his services 
instead of cash, according to Commerce 
Clearing House. Under proper circum- 
stances, he would realize no gain when 
he received the stock but when the stock 
is sold the gain would be “capital gain” 
subject to a Maximum income tax rate of 
25 per cent. 

This tax advantage is based on a court 
case involving a parent corporation which 
had agreed to render engineering services 
to its subsidiary company for a stipulated 
fee. Later it was agreed that accrued and 
future fees were to be applied toward pur- 
chase of additional stock. The agreement 
was necessary, in this particular case, to 
enable the subsidiary corporation to ob- 
tain a bank loan. 

Under these circumstances, the court 
tuled that the engineering corporation 
had no right to money. It had to accept 
stock as the only alternative. Therefore, 
no income accrued to the sole stockholder 
when it rendered the services. 





In substance, the services 
amounted to a capital contribution, any 
income from which would be taxable only 
under the capital gains provision of the 
federal income tax laws. 

If a stockholder-employe is willing to 
forego immediate cash, and if the corpo- 
ration can avoid incurring liability for the 
tax on improper accumulation of surplus, 
he can “‘invest’’ his services in the corpora- 
tion. 

The price paid for this privilege, said 
the CCH report, was the necessity for dis- 
posing of part of the employe-stock- 
holder’s stock in order to realize cash. 
Also, unless he owned all the stock of the 
corporation, it would be necessary to share 
some of the “compensation” with other 
stockholders who automatically participate 
in the stock dividends. 

The decision is an exception to the gen- 
eral rule that any kind of remuneration 
for services rendered is considered to be 
compensation. “Compensation” is taxable 
as ordinary income, subject to graduated 
tax rates ranging up to 91 per cent. 





CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your October 
issue, we should be notified of your new address before 
September 1. Be sure to include your postal zone as well as 


your old and new address. 
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“There is something that is much more 
scarce, something rarer than ability. It 
is the ability to recognize ability.” 


FRRoBERT 
Hace 


PERSONNEL AGENCIES 


130 WEST 42 STREET, NEW YORK 36, N. Y. 
LOngacre 4-3834 


specializing exclusively in 
accounting and related personne! 
controllers 
treasurers 
internal accountants 
cost/budget men 
systems men 
tax men 
internal auditors 
office managers 
bookkeepers 
public accountants 


ldal-mw. Vototelllahd-lal all ilalel-1a— 





DIRECTED BY A CERTIFIED PUBLIC ACCOUNTANT 











The scope of 
LLOYD-THOMAS «< 
APPRAISAL SERVICE 
*Property, cost and 
general accounting 
Appraisals for property ledger 


records . . . depreciation and ob- 
solescence studies . . . fixed asset 
accounts . . . intangible property 


valuations, good-will, trademarks, 
patents . . . continuous and up-to- 
date property records. 

In addition, Lloyd-Thomas ap- 
praisals meet all valuation needs 
for insurance, corporation finance, 
property records. 

For complete information, write 
Dept. CON. 


THE LLOYD ‘THOMAS co. 


Recognized Appraisal Authorities 
4411 Ravenswood Ave., Chicago 40, III. 


Representatives Coast to Coast 
First for Factual Appraisals Since 1910 


— 
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Impact of Changes in State and Local Taxes 


(Continued from page 361) 


WATCHING LEGISLATIVE ACTIVITY 


Business managers find it desirable to 
provide some means of keeping up with 
new tax proposals, and appraising the 
possible effect of such proposals on their 
own operations. It’s necessary to watch 
legislative activity pertaining to taxation. 
This doesn’t mean it’s necessary to oppose 
all legislation to raise more taxes. But it 
is necessary, and in the public interest, 
for businessmen to examine carefully the 
taxing proposals affecting business. Leg- 
islators need the help and advice of busi- 
ness in such matters. It’s not possible for 
a lawmaker to understand all the work- 
ings and complexities of every business 
in his state. He needs to be told what to 
expect in the way of inequities, distor- 
tions and administrative difficulties if a 
new tax law is passed. 

Here’s a case to illustrate this problem. 
The operator of a small soft drink bot- 
tling plant recently told of problems 
which would have been created for his 
business by a proposed soft drink tax. 
The tax would have been added to the 
price of the drinks, of course, but bottlers 
would have had to collect it. He said the 
proposal was that the bottlers pay the tax 








¢ Tax 

e Accounting 

e Insurance 

¢ Property Ledger Tie-in 

¢ Remaining Life Estimate 
Capital and Expense 
Distribution Analyses 


° Verification of Additions, 
Retirements and Transfers 


Cost Allocations 
Depreciation Studies 
Economic Surveys 
Replacement Reserves 
Proof of Loss 

Send for free brochure 


i = “THE PURPOSES OF APPRAISALS” 
—Dept. 439 
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MARSHALL and STEVENS 
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based on their purchases of bottle caps, or 
crowns. He has his own private brand, so 
his crowns are specially made and are 
bought in carload lots. Because his busi- 
ness is small, a carload of crowns supplies 
him for a long time. He said he had re- 
cently bought a car of crowns, costing 
about $4,500, and he figured that if the 
proposed law had been in effect, he would 
have had to pay out $125,000 to cover the 
tax. “Why,” he said, “if I had $125,000 
I'd close up the place and go to Florida.” 


MANAGEMENT ATTITUDES 
TOWARDS TAXING AND SPENDING 


It may be worth while to devote some 
thought to the broad question of man- 
agement attitudes toward taxing and 
spending. 

There is a great deal of uncertainty 
about almost every question with which 
business managers have to deal. But there 
is One aspect of taxation about which we 
can make a confident prediction. Taxes 
are here to stay, at least until the world 
blows up in our faces. A substantial part 
of the tax load will be laid directly on 
business. And business will be called 
upon to collect and account for much of 
the remainder. 

Taxation is just one of the facts of 
business life with which we must live as 
best we can. But must management peo- 
ple, as representatives of business and as 
individual citizens, continually retreat be- 
fore its advance? Retreat is a heartbreak- 
ing process at best. On the other hand, we 
will eventually stand discredited in the 
eyes of the public if we do nothing but 
resist all forms of tax on business while 
government spending continues to rise, 
and “needs” multiply. 

If we are going to start a counter-of- 
fensive, where shall we attack? The an- 
swer, it seems clear to me, is that we 
should attack spending. We should direct 
our primary effort toward a reduction of 
spending by all levels of government. 
That’s our hope for preserving some ves- 
tige of a free enterprise economy. We've 
got to fix in our minds, and in the minds 
of everybody else we can influence, the 
fact that the people ultimately will be 
taxed, in some form, for everything the 
government spends! There’s no way to 
escape it, and if so many of us hadn't 
been laboring under a delusion about this 
for years we wouldn’t be in the trouble 
we re in now. 

There is evidence of a rising tide of 
nationwide tax resentment, coming from 
the rank and file of our citizens. Those of 
us who are expected to have a superior 
knowledge of the economic facts of life 
have a responsibility to those citizens. We 
have a responsibility to help them under- 


stand the direct relationship between the 
taxes they resent and the spending they so 
often encourage. 

If managers are going to be effective in 
an attack on government spending they've 
got to be against many of the things 
which lead to such spending. Here's 
where the going gets harder. Here, too, 
we can find one of the main reasons why 
the voice of business is so weak in the 
halls of government. 


Is there any wonder that legislators 
question the sincerity of the businessman 
who one day complains about government 
spending in general, and the next urges 
that government undertake some pet pro;- 
ect of his? 

Can a businessman work effectively for 
greater efficiency and economy of opera- 
tion in government if he tries to avoid 
competitive bidding for the goods or 
services supplied by his own business? 


I see no hope of getting control of 
government spending, and thereby taxes, 
until we are willing to do some things 
that may hurt. 

We must oppose all forms of govern- 
ment subsidy, both direct and indirect, 
simply because subsidies are bad per se. 
Subsidies create distortions and engender 
greater subsidies, which must be met by 
more government spending. We can’t be 
against subsidies that help the other fel- 
low, and for subsidies that help us. 

Somehow, we must get the responsibil- 
ity for financing all functions of state and 
local governments back into the hands of 
those governments and their people. Stop- 
ping federal grants-in-aid may mean higher 
state taxes, but it’s the only way to get 
control of spending. This is a critical 
matter just at this time when people are 
becoming more and more resentful of 
taxes. 

When people become resentful of taxes 
they are likely to take it out on state and 
local governments. At that level they fre- 
quently have the opportunity to vote for 
or against specific taxing and spending 
proposals. The way things work now, if 
they vote “no” to higher tax proposals, 
the state and local government officials, 
pleading poverty, go to Washington to 
get “federal funds for free.’ In meeting 
these and other demands, the Federal 
Government spends up to the hilt of its 
swollen revenues and indefinitely post- 
pones federal tax reforms that everyone 
should know are overdue. The hope of 
stopping this fatal process lies in getting 
both taxing and spending as close to the 
people as possible. 





A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 








Park Building Yonkers, N. Y. 
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Todays low-cost way to automate 
your sales analysis is with 
Keysort Data Processing 


For fast, accurate order and sales analysis, in-process 
inventory, job costing — for any number of vital man- 
agement controls—Keysort is the data processing system 
to use. 

The reasons are many. No restrictive procedures; 
minimum training; remarkable economy; simplicity of 
installation and operation. 

Keysort, in fact, is the only automated data processing 
system flexible enough to fit your business as it stands 
and as it grows. It is the one system adaptable and 
affordable to companies of every size. 

With Keysort, you use simple punched cards — me- 
chanically created for fast, easy sorting. Figures are 
automatically tabulated and results summarized direct 


to reports without transcribing. 

Result: Keysort automates your data processing to 
give you the meaningful on-time information you need 
for complete control of your business and profits. 
Monthly, weekly, daily. And at truly low cost. 

Your nearby Royal McBee Data Processing Systems 
Representative has had a wealth of experience in solv- 
ing management control problems. Working with you, 
with your systems and procedures experts, he can offer 
helpful advice about a low-cost Keysort system tailored 
to your individual requirements. Call him, or write us 
at Port Chester, N. Y.— indicating the applications in 
which you are interested—and we will be happy to sup- 
ply you with actual case histories from our files. 


ROYAL MCBEE - data processing division 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 
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A SIGNIFICANT SOURCE OF 
ACCOUNTING MANAGEMENT 


Gentlemen: 

Our choice candidates tele- 
scoped below are dynamic, cre- 
ative, available and relocatable. 
Upon your request aptitude and 
personality testing will be given. 

Do feel free to call upon us 
for general personnel advice or 
specific placement action. 


Yours very truly 


TAX MANAGER-—$20,000 

Age 40. BBA Acctg St John’s—LLB, 
NYU. He presently represents individ- 
uals and major corporations for a well 
known law firm. His duties encompass 
formation, acquisition, and dissolutn. 
In addition he enjoys 10 years of in- 
and State taxation 


tensive Federal 


experience with 2 giant industrials. 


COMPTROLLER TREASURER— 
$30,000 

Age 40. Presently earning $25,000 for 
a mfg organization with sales in xs 
of $100 mil. He has successfully ne- 
gotiated with the 
country. Some of his specific accom- 


banks throughout 


plishments are: reorganization of the 
financial dept. to clearly define centers 
of responsibility, installed budgetary 
control and profit & cash forecasting, 
directed the installation of IBM. 


STAFF ACCOUNTANT-—$8,000 
Age 29. 
plus 4 years of natl. CPA experience. 


A avg. from the U of Mass 
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Personnel Services, Inc. 


“50 Church St., New York 
WoOrth 4-8410 


Member 
A.M.A, & Nat, Assoc. of Accountants 
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Conference Board Projects 
Economic Growth of 1960’s 


Economic expansion in the United 
States during the present decade will be 
featured by the following changes ac- 
cording to qualified projections in the 
survey, “Economic Growth in the 1960's,” 
published by the National Industrial Con- 
ference Board: 

NUMBER OF HOUSEHOLDS—An_in- 
crease from 51 million in 1959, to 59-63 
million in 1970. 

PRODUCTIVITY—Compared to a base of 
100 representing the rate of non-agricul- 
tural productivity in 1947-48, the rate in 
1960 is running at about 142, while in 
1970 it is expected to be close to 178. 
This reflects a projected advance per year 
of 2.5 per cent. 

PLANT AND EQUIPMENT PER WORKER 
—In 1959 private business owned $11,- 
000 worth of plant and equipment for 
each worker. In 1970 the figure will be 
between $11,600 and $13,300. 

RESEARCH AND DEVELOPMENT OUT- 
LAYS—The rate of annual total expendi- 
ture for research and development in 
1959-60 by industry, the Federal Gov- 
ernment and others is about $12.4 billion. 
This amount represents 2.5 per cent of 
gross national product. For the closing 
years of the ’60’s, one source has esti- 
mated that these outlays will be at more 
than double the present annual rate. If 
so, the figure for 1969 will be about $28 
billion—4 per cent of the projected GNP 
for that year. 

Gross NATIONAL PRopucT—In 1959 
dollars, a rise of 66 per cent, to $796 bil- 
lion, by 1970. 





Use of Strike Seen Declining 
Except as Show of Protest 

Two notable changes are taking place 
in the field of industrial conflict, accord- 
ing to Arthur M. Ross and Paul T. Hart- 
man of the University of California’s In- 
stitute of Industrial Relations. They find: 

1. The withering away of the strike, 
the virtual disappearance of industrial 
conflict in numerous countries where col- 
lective bargaining is still practiced, and 

2. The transformation of the strike, 
which in many countries is no longer a 
sustained test of economic strength but a 
brief demonstration of protest. 

These assertions appear in their new 








oteA 


book, Changing Patterns of Industrial 
Conflict, one of a series in the research 
program of the IIR, published by John 
Wiley & Sons, Inc., New York. 

In the United States and Canada, the 
authors have found strikes are relatively 
frequent and long drawn out compared 
with those in other parts of the world, 
But in studying the four areas—Northern 
Europe, the Mediterranean, Asia and 
North America—Ross and Hartman de- 
tect a sharp decline in the frequency and 
duration of strikes and lockouts in North- 
ern Europe and North America, especially 
when compared with total union member- 
ship and nonagricultural employment. 
Their evidence indicates that this reduc- 
tion has been a persistent trend, over-rid- 
ing the effects of wars and severe eco- 
nomic fluctuations. 


Why Office Automation May 
Be Resisted by Employes 

In its recent study, “Gaining Accept- 
ance for Major Methods Changes,” the 
American Management Association an- 
nounced that seven basic reasons for re- 
sistance to changes involving office auto- 
mation have been brought to light. They 
are: 


1. An inept approach by the methods 
analyst in dealing with others. 

2. Overdependence upon outside meth- 
ods analysts. 

3. Manpower 
changeover. 

4, Management pressure for quick in- 
stallation. 

5. Lack of participation by supervisory 
employes. 

6. Poor planning for transfers and te- 
classified employes. 

7. Lack of information about the plan. 


shortage during the 


Director of the study was Dr. Ben Mil- 
ler, associate professor of Management, 
Graduate Division, School of Commerce, 
St. John’s University. His research was 
done at a drug company, two commercial 
banks, a paper products firm, a telephone 
company and a public utility. 

Dr. Miller found that in three firms 
older workers were more ready to wel- 
come the change than were younger ones. 
He learned that negative attitudes toward 
a change were expressed by many supet- 
visors and less than positive attitudes were 
shown by many in middle management. 
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There’s a precise reason why 


HAVE YOU CAUGHT UP WITH AUTOMATED MAIL PROCESSING? 


THE PHILLIPSBURG INSERTER 
is the most accurate mail processing machine 


Accuracy is built into the Phillipsburg 
Inserter with precision machined 
parts, skilled craftsmanship sand 
over 35 years of manufacturing ex- 
perience. Accuracy that adds up to 
trouble-free mail handling. Large 
mailing staffs, overtime wages,wasted 
space and the human errors of hand 
mail fulfillment are eliminated. The 
Phillipsburg’s exclusive vacuum feed 
and perfectly timed chain conveyors 
smoothly process mailing after mail- 
ing without costly downtime or miss- 
ing deadlines. Individual adjustments 
can be precisely made for even the 
shortest runs. 

Phillipsburg’s highly sensitive, full 
detection system prevents feed fail- 
ures, double feeds and jam-ups at each 
station. The double document detector 
stops the machine if double inserts 







FINER PRODUCTS THROUGH 


’ Bell & Howell 
PHILLIPSBURG INS, 
CHICAGO, ILL} 












FIRM 
STREET 
CITY 


are pulled. An envelope censor double 
checks insertions after material has 
been placed in envelopes. 

Even using a Phillipsburg a few 
hours a month will produce savings 
of 80% and more. You'll find it the 
fastest self-liquidating capital ex- 
penditure on your books. 

Send for the new Modern Mailing 
Through Mechanization brochure for 
complete information on the advan- 
tages of automated mailing. 


HAVE YOU CAUGHT UP WITH AUTOMATED 
MAIL PROCESSING? In one continuous se- 
quence the PHILLIPSBURG INSERTER Gathers 
.. Nests .. Opens Envelope Flaps . . Inserts 
. - Moistens, Closes, Seals Envelopes . . Im- 
prints Postage . . Counts . . Stacks up to 
6,000 Pieces of Mail an Hour 
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BELL & HOWELL COMPANY 
14 East Jackson Blvd., Chicago 4, Illinois 
Please send 


[] Modern Mailing Through Mechanization Brochure 
(C0 A practical application for my business 


C-860 


NAME 


















ZONE_____ STATE 























TOPAMEN . 2... 


C. G. Tuornay was recently elected 
president of Weirton Steel Company Di- 
vision of National Steel Corporation, 


Weirton, W. Va. 


NEW CONNECTIONS .. . 


Dolph M. Veatch has joined the Air- 
borne Equipment Operations Division of 
Raytheon Company, Waltham, Mass. . . . 
Daniel P. Knowland, Jr. has assumed the 
responsibilities of general manager of 
Harman-Kardon, Inc., Westbury, N. Y. 





MR. TUORNAY 


. Axelson Manufacturing Co., Los 
Angeles, Calif., recently announced that 
Earl F. Mayer has become its controller. 
. . . Graham A. Chambers has become a 
partner of Myhill-Jones, Southworth & 
Chambers, Vancouver, British Columbia, 
Canada. 

Paul H. Augspach is now chairman of 
Southern Investment Services, Inc., Bir- 
mingham, Ala... . Merritt L. Harding 
recently became  secretary-treasurer of 
General Bakeries, Ltd., Montreal, Que- 
bec, Canada. . . . The election of Lam- 
bert J. Gross as vice president and treas- 
urer of Combustion Engineering, Inc., 
New York, was announced recently. . . . 
D. C. Fabiani has been elected vice presi- 
dent-finance of McDonnell Aircraft Corp., 
St. Louis, Mo. . . . Waldo W. Neikirk 
has assumed the responsibilities of vice 
president of Istar, Incorporated, Los An- 
geles, Calif. . . . Joseph Wallach has 
been appointed chief controller of KFSD, 
Inc., San Diego, Calif. . . . Ralph W. 
Sauber has become controller of Ampex 
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MR. GROSS 


Professional Products Co., Redwood City, 
Calif. . . . Paul J. Connery has been 
elected vice president-finance of Ameri- 
can Cable & Radio Corp., New York... . 
William E. Cromer has been appointed 
assistant vice president and comptroller 
of Kaman Aircraft Corporation, Bloom- 
field, Conn. 


ADDITIONAL DUTIES .. . 


Judson F. Schiebel has become vice 
president and comptroller of the B. Man- 
ischewitz Company, Newark, N. J... . 
Melvin C. Holm is executive vice president 





MR. HOLM 


of Carrier Corporation, Syracuse, N.Y... 
and will also serve as chairman-planning 
committee and assistant to board chair- 
man. . . . Howell Foster was recently 
elected to the following positions: Di- 
rector and treasurer of the Emil Greiner 
Co., New York; director and vice-presi- 
dent of Trinock, Inc.; director and con- 
troller of Manostat Corporation. 


NEW APPOINTMENTS .. . 

Charles C. Hornbostel is director of fi- 
nance and a member of the board of 
Hooker Chemical Corporation, New 
York. . . . Robert W. Michie recently 
became vice president-finance of the 
Chesapeake and Potomac Telephone 
Companies, Washington, D. C. Mr. 
Michie is currently serving as a director 
of Controllers Institute and is a past pres- 
ident of the District .of Columbia Con- 
trol. . . . William W. Stephen, Jr. is 
now controller of Vitro Chemical Co., 
Chattanooga, Tenn. 

William A. Crichley recently became 
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MR. MICHIE 


treasurer of his company, Diamond Al. 
kali Company, Cleveland, Ohio. He has 
been very active in the affairs of Control. 
lers Institute having been president of 
the Cleveland Control, an Institute direc. 
tor and vice president, as well as chair. 
man of several CIA committees. . . 

The election of H. N. Christy as vice pres. 
ident and a director of Highway Trailer 
Company, New York, was announced te. 


cently. . . . Louis Kuipers is now treas. 
urer and controller of Bowman Biscuit 
Company, Denver, Colo. . . . Richard 


T. Mansfield was named executive vice 
president of Motors Insurance Corp., 
New York. 


NEW DIRECTORS ... 


Newly elected directors of their com. 
panies are: Emerson G. Higdon, executive 
vice president and controller, Maytag 
Company, Newton, Iowa. . . . William 
T. Tilden Ill, secretary-treasurer, Chemway 
Corporation, Mountain View, N. J... . 
Carl G. Pansegrau, vice president-admin- 
istration and comptroller, Federal Electric 
Corporation, Paramus, N. J. . . . Daniel 
B. Lovejoy, senior vice president, Union 





MR. CRICHLEY 


Texas Natural Gas Corporation, Houston, 
Texas. 


COMPANY CHANGES .. . 


Leo J. Tracy, vice president-controller, 
has retired from Union Pacific Railroad 
Company, New York, and will be suc- 
ceeded by Reginal M. Sutton. . . . T. E 
Siegerman and J. A. T. Willis, the On- 
tario Paper Company Limited, Thorold, 
Ontario, Canada, are now vice president- 
finance and controller, respectively. 


EXTRACURRICULAR ACTIVITIES .. . 


Jerald S. Hanks, business manager and 
treasurer, Industrial Reactor Laboratories, 
Inc., Plainsboro, N. J., recently spoke on 
the subject of “Atoms for Living” at the 
Philadelphia Chapter of the Systems and 
Procedures and Association. . . . Among 
the faculty members for the 10th Annual 
Colorado School of Banking, August 7-19 
in Denver, Colo., will be James J. Dur- 
kin, vice president and cashier of the Col- 
orado National Bank of Denver, Denver, 
Colo. 

(Continued on page 395) 
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Lumbermens Mutual Casualty Company 








Could be...your safety valve is your last line of defense; if it’s not working, a dis- 
astrous explosion could occur. But most defects can be detected. 

Skilled inspection service from Kemper Insurance company engineers working in 
cooperation with your own employees is your best possible safeguard against boiler 
explosions or mechanical failures. We can help keep your power equipment safe and, 
at the same time, provide relief from financial loss if disaster should strike. 

Our companies are well known for providing outstanding engineering and inspec- 
tion service, for tailor-made policies to fit your particular operation and for savings 
to policyholders through dividend-paying policies. You’ll find that our interest in 
your plant’s safety record is as real as your own. 

That’s why so many firms—large and small—look to Kemper Insurance companies 
to protect their investment. Don’t take a chance with the life of your business! Ask 
about our boiler and machinery hazards survey—no obligation, of course. 
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American Motorists Insurance Company 
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KENNETH A. BOOS 
The Upson Company 


Buffalo 


JOHN L. BUBUL 


Inc. 


Indianapolis 


GORDON R. GRAHAM 
The National Supply 
Company 
Pittsburgh 
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OF CONTROLS 


CONTROLLERS INSTITUTE 
OF AMERICA aio sional eonaey 





Morgan Packing Company, 





IDENTS 





HUGH W. FRASER, JR. WALTER R. WILLIAMS 


Atlanta Birmingham 


SECTION II* 


ELDRED H. SCOTT WALTER J. SHORT RAY F. BASTEN 
Detroit Edison Company Allegheny Airlines, Inc. The First National Bank 
of Miami 
Detroit District of Columbia Florida 





MARSHALL G. HARDESTY JAMES T. NOEL O. H. KESSLER, JR. DON E. BURKITT 
lowa Electric Light Panhandle Eastern Pipe Stolper Steel Products Kewanee Oil Company 
& Power Co. Line Co. Corporation 
lowa Kansas City Milwaukee Oklahoma 





JOSEPH M. LOWRY LOUIS J. MEINERS LOUIS O. STAELENS FLOYD C. ASHLEY 
Albemarle Paper Mfg. Co. Century Electric Company Willys Motors, Inc. Nash-Finch Company 
Richmond St. Louis Toledo Twin Cities 


PHILIP J. MORGAN 
Continental Screw 


Company 
Boston 





GEORGE MOLLER 
H. H. Robertson Co. 


Limited 
Hamilton 








* SECTION | comprising 17 Controls appeared in the July issue of THE CONTROLLER on page 341 
SECTION III comprising the remaining 18 Controls will be published in the September issue 
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SPEAKERS . . « 


Among the speakers at the American 
Management Association seminars to be 
held at Colgate University, Hamilton, 
N. Y., are the following: 

At the August 8-12 seminar on ‘‘Fi- 
nancial Management in the Service Com- 
pany’ —C. J. Kushell, Jr., financial vice 
resident, Montgomery Ward & Co., 
Inc., Chicago, Ill. 

At the August 8-12 seminar on “'Profit 
Planning with Budgetary Control’ — 
Andrew W. Hughes, comptroller, Rheem 
Manufacturing Co., New York, chairman 
of the session; speakers: Robert W. 
Browning, assistant controller, Chas. 
Pfizer & Co., Brooklyn, N. Y., and James 
P, McKenna, controller, Hoffmann-La- 
Roche, Inc., Nutley, N. J. 

At the August 22-26 seminar on 
“Management, Men and Organization” 
—Dean James L. Hayes, School of Busi- 
ness Administration, Duquesne Univer- 
sity, Pittsburgh, Pa. : 

At the Annual Meeting of the National 
Association of Accountants held recently 
in New Orleans, La., Harvey M. Snook, 
comptroller, Tennessee Coal & Iron Di- 
vision, United States Steel Corp., Fair- 
field, Ala., served as program chairman. 
Among the speakers were: E. W. Kelley, 
treasurer, General Foods Corporation, 
White Plains, N. Y., whose subject was 
“Marketing Cost Analysis—The Ac- 
countant’s Most Neglected Opportunity” ; 
Kenneth R. Rickey, finance manager, Am- 
pex Corporation, Redwood City, Calif., 
who spoke on “Where Leased Properties 


Personal Notes (Continued from page 392) 


Are Involved’; John Pugsley, executive 
vice president-Accounting, United States 
Steel Corp., Pittsburgh, Pa., who told 
about “Inflation and the Company Ac- 
countant’s Responsibility.” 

Among the discussion leaders at a 
panel session were: Elden P. Priebe, con- 
troller, Tennessee Gas Transmission Co., 
Houston, Texas—'‘‘Oil and Gas Company 
Problems” was the topic; Donald M. 
Magor, vice president, Velda Corp., Mi- 
ami, Fla..—'Budgeting for the Smaller 
Organization”; and Dean Paul V. 
Grambsch, dean of Tulane University, 
School of Business Administration, New 


Orleans, La—''Problems of Providing 
Enough Qualified Accounting Person- 
nel.” 


Included on the program of the con- 
vention of the American Accounting As- 
sociation to be held August 29-31 at 
Ohio State University, Columbus, Ohio, 
are: Professor Leo A. Schmidt, University 
of Michigan, Ann Arbor, Mich.; W. Jo- 
seph Littlefield, director of research, Con- 
trollers Institute Research Foundation; 
Hans C. Todt, comptroller, Bristol 
Laboratories, Inc., Syracuse, N. Y., and 
Professor Charles W. Bastable, Columbia 
University, New York. 


WRITERS ... . 


Paul Kircher, professor at the School 
of Business Administration, University of 
California at Los Angeles, is co-author 
with Floyd George Steele of The Crisis 
We Face to be published this fall by Mc- 
Graw-Hill, New York. 


News of Other Organizations 


NOMA 

At the 41st Annual meeting of the Na- 
tional Office Management Association the 
following officers were elected: R. B. 
Hodges, Dennison Manufacturing Com- 
pany, Framingham, Mass., president; J. R. 
Taylor, Wayne State University, Detroit, 
Mich., first vice president; J. H. Jackson, 
Canadian Westinghouse Co., Hamilton, 
Ontario, Canada; J. Greenwood, Massa- 
chusetts Mutual Life Insurance Co., 
Springfield, Mass. ; J. W. Gawthrop, Pilot 
Life Insurance Co., Greensboro, N. C.; 
W. L. Myers, Vegetable Oil Products Co., 
Inc., Wilmington, Calif.; E. L. Hamilton, 
Armco Steel Corp., Middletown, Ohio; 
R. W. Purves, British Columbia Electric 
Co., Ltd., Vancouver, British Columbia, 


Canada—all 27ce presidents. 


TIMS 
The Institute of Management Sciences 
will hold its Seventh International Meet- 
ing in New York, October 20-22, 1960, 
at the Hotel Roosevelt. Administrators 
and scientists in the field of management 
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will hear sessions on Behavioral Science 
and Management Science; Applications 
and Tools of Management Science; and 
Use of Computers in Simulation, as well 
as case studies, discussions, etc. For 
further information write to James Town- 
send, 30 East 42nd Street, New York 17, 
N.Y. 


NICB 

At its recent annual meeting, the Na- 
tional Industrial Conference Board elected 
the following as trustees for terms of 
three years: Charles E. Eble, Consolidated 
Edison Company of New York, Inc., New 
York; Charles H. Kellstadt, Sears, Roe- 
buck and Co., Chicago, Ill.; John R. 
Kimberly, Kimberly-Clark Corporation, 
Neenah, Wis.; and Malcolm Muir, New’s- 
week, New York. 

Re-elected as trustees for three-year 
terms are: John M. Olin, Olin Mathieson 
Chemical Corporation, East Alton, IIl.; 
Edgar Monsanto Queeny, Monsanto 
Chemical Company, St. Louis, Mo. ; Colo- 
nel Willard F. Rockwell, Rockwell Manu- 


(Continued on page 396) 
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News of Other Organizations 
(Continued from page 395) 


facturing Company, Pittsburgh, Pa.; 
Gardiner Symonds, Tennessee Gas Trans- 
mission Company, Houston, Texas; Alan 
H. Temple, the First National City Bank 
of New York; and James D. Wise, Bige- 
low-Sanford Carpet Company, Inc., New 
York. 


NAA 

George A. Hewitt, Lybrand, Ross Bros., 
& Montgomery, Philadelphia, Pa., was 
elected president of the National Asso- 
ciation of Accountants for the 1960-61 
year at the annual meeting in New York. 
Serving with him will be the following 
vice presidents: Robert P. Bryarly, Orbit 
Valve Co., Tulsa, Okla.; Kenneth L. 
Denhard, Carrier Corp., Syracuse, N. Y.; 
John D. Harrington, George S. Olive & 
Co., Indianapolis, Ind.; W. D. Little, 
Southern Bell Tel. & Tel. Co., Atlanta, 
Ga.; James A. McFadden, Radio Cor- 
poration of America, Princeton, N. J.; 
Thomas L. Morison, Bentley School of 
Accounting & Finance, Boston, Mass.; 


+ OPPORTU 


SERVICES ° 


EMPLOYMENT * 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 


TROLLER, Two Park Avenue, New York 16, | 


N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





POSSESS 
PROVEN EXECUTIVE ABILITY 


as controller-assistant treasurer medium-sized | 
more | 
challenging responsibility than current posi- | 
tion can offer. Diversified experience cost, | 


listed electronic firm. Now require 


budgets, government contracts, taxes, long- 
range planning, shareholder relations. De- 
gree, CPA, member CIA, 42. Will relocate. 
Box 2461. 
TOP-LEVEL 
FINANCIAL EXECUTIVE 


Seeking opportunity and challenge. 
standing experience and proven record of ac- 


complishments. Currently understudy of fi- | 
nancial vice president of large diversified | 
company. Top-level responsibilities include | 
all financial planning and control, banking | 
relationships, and assisting in top manage- | 


ment of corporate financial function. Pre- 


vious top-flight experience as industrial cor- | 


porate controller. Harvard Business School 
MBA with distinction. Base $18,000. Age 40. 


Will relocate, but prefer West Coast. Box | 


2464. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





MISCELLANEOUS | 


Out- | 


Colin A. Stillwagon, Ryan Aeronautical 
Co., San Diego, Calif.; George J. Wach- 
holz, Minnesota Mining & Mfg. Co., 
Minneapolis, Minn. The office of treasurer 
will be filled by Casper B. Apple, Haskins 
& Sells, Newark, N. J. 
AWSCPA & ASWA 
The 20th Joint Annual Meeting of the 
American Woman's Society of Certified 
Public Accountants and the American 
Society of Women Accountants will be 
held at the Hotel Warwick, Philadelphia, 
Pennsylvania, September 22-24, 1960. 
NSBB 
The National Society for Business 
Budgeting, at its tenth annual conference 
recently held in Cincinnati, Ohio, elected 
Arthur D. Moor of United Airlines, San 
Francisco, as president. Others elected at 
the same time were Donald E. Bacon, 
Reuben Donnelly & Sons, Chicago, III., 
vice president, and Bernard W. Schaller, 
Theo. Hamm Brewing Co., St. Paul, 
Minn., secretary-treasurer. 
NABAC 
Officers recently elected to serve the 
Association for Bank Audit, Control and 
Operation include Arthur C. Suhrbier, 
Continental Illinois National Bank and 
Trust Company of Chicago, Chicago, III., 
president; Winslow E. Pike, First Na- 
tional Bank of Atlanta, Atlanta, Ga., first 
vice president; David Cooke, Zions First 
National Bank, Salt Lake City, Utah, sec- 
ond vice president; John Kimmel, Mer- 
cantile National Bank of Chicago, Chi- 
cago, Ill., treasurer. 
NACM 
New officers for the National Associa- 
tion of Credit Management will be Ralph 
E. Brown, Marsh & McLennan, Inc., St. 
Louis, Mo., president; Fred Flom, Detroit 
Edison Company, Detroit, Mich. ; Stephen 
F. Sayer, the First Pennsylvania Banking 
& Trust Co., Philadelphia, Pa.; B. Earle 
Walker, C. M. McClung & Co. Inc., 
Knoxville, Tenn.; Gilbert W. Sites, the 
Times-Mirror Company, Los Angeles, 
Calif.—all vice presidents. 


“Retirement” to 
New Responsibilities 
(Continued from page 372) 


expects to find life worth living.” As 
another echoed, “If one is in good health 
and not contributing to the world in 
which he lives, this can be a dangerous 
feeling. Many people either do not, or 
cannot, accept retirement; the biggest 
job for most of them is to change their 
thinking.” 

Hindsight being better than foresight, 
many retired members frankly admitted 
that they would enjoy retirement more if 
they had prepared for it differently. This 
was brought out by the question: Jf you 
were now approaching retirement, what 
would you do in the retirement years? 


The following is a composite reply: 

“I would continue in productive work 
as long as possible—in a small inde. 
pendent business, in tax work or as q 
consultant. I would arrange a part-time 
consulting program on specialty subjects | 
which interest me, and would follow that 
program as long as health permitted, | 
Consulting is desirable because it can be 
free-lance or part-time, and it escapes the | 
pressure of operations. 

“It’s a good idea to continue work 
in controllership or accounting, and pos- | 
sibly to teach students in the latter. An. 
other would be to write articles based on 
one’s special abilities and experience, 
which will help future controllers. 

“There is room for group action by 
retired controllers and other professional 
men in counseling small businesses. In 
lieu of fees which they probably cannot 
afford, those who receive such services 
could contribute to Boys’ Clubs or other 
local welfare groups.” 

“The worry that faces the great ma- 
jority,” another respondent pointed out, 
“is that they started planning for retire. 
ment late in life. Then they have little, 
if any, chance of finding another paying 
position. It is surprising to find that they 
have very little capital or income beyond 
their pension and social security. Early 
in life all workers should be schooled to | 
provide for themselves when the time ar- 
rives to give up active work.” 

To close on a positive note, here is 
another member's conclusion: ‘“The ear- 
lier one plans to do with what formerly 
was business time, the more completely 
will one’s time be fruitfully occupied— 
and the more happily so—when retire- 
ment bursts upon one. The person retiring 
must have more than one plan, and each 
must be flexible, so that it can be changed 
as conditions change.” 


Making Sure the Message 
Is on Target 
(Continued from page 368) 


Presiding at the first session of the 
Conference was the president of the 
Montreal Control, Kenneth M. Place who 
is first assistant treasurer of Du Pont Com- 
pany of Canada, Ltd. For the luncheon 
given on the opening day of sessions, the 
chairman was E. L. Hamilton, vice prest- 
dent of Canadian Industries Limited. 
Burdette A. Johnson, treasurer of New 
England Gas and Electric Association, 
presided the morning of the second day 
at the discussion concerning problems im 
financial communication for large com- 
panies. At the concurrent session dealing 
with the problems of medium and small 
companies in the same field, the chairman 
was H. L. Gebike, secretary-treasurer of 
Electro Refractory and Abrasives Cot 
poration. Author Hugh MacLennan ad- 
dressed the closing luncheon. 
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